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A house built won a rock! 


Property worth owning is surely worth protecting. 


When your client possesses a Commonwealth Land title policy he has 
placed his purchase or investment on a bedrock foundation. 


Additionally to the unquestioned strength of our policy, we strive 
to offer friendly co-operation and alert service at all times. 


Title Insurance makes any mortgage a safer investment 
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Title Insurance since 1876 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. . . . Telephone WAlnut 3-0400 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS AND OHIO 
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MBA 1957 Calendar 


January 22-24, 1957, Senior Execu- 
tives Conference, New York Univer- 


sity, New York 


January 27-29, Senior Executives 
Conference, Southern Methodist Uni- 
versity, Dallas 


February 20-21, Midwestern Mort- 
vage Conference, Conrad Hilton Ho- 
tel, Chicago 


February 22, Board of Governors 
Meeting, Conrad Hilton Hotel, Chi- 
cago 


March 21-22, Southern Mortgage 
Conference, Hotel Roosevelt, New 
Orleans 


April 15-16, Eastern Mortgage 
Conference, Cormmodore Hotel, New 


York. 


April 25-27, Southwestern Mort- 
vage Clinic, Paradise and Jokake Inns, 
Phoenix 


May 15, Board of Governors Meet- 
ing, Golden Gate Hotel, Miami Beach. 


May 16-18, Southeastern Mortgage 
Clinic, Golden Gate Hotel, Miami 
Beach 


June 23-29, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago 


June 30-July 6, School of Mortgage 
Banking, Course III, Northwestern 
University, Chicago 


July 28-August 3, School of Mort- 
gage Banking, Course I, Stanford 
University, Stanford, California 


August 4-10, School of Mortgage 
Banking, Course II, Stanford Uni- 
versity, Stanford, California 


November 4-7, 44th Annual Con- 
vention, Statler Hilton Hotel, Dallas 


And 


Mortgage Servicing Clinics in Phila- 
delphia, Los Angeles and St. Louis 
dates to be announced. 
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Judge His Experience. How long has be been 
huilding in this community? How many homes has 


he built? Then... 


Judge His Reliability. How have his older houses 
held up? Are they still sound and salable? Has he 
chosen his designs wisely? How’s his reputation— 
among businessmen and among the genera! public? 
Has he maintained a pretty steady pace, or increased 
his starts, year after year? Can he “move” his homes, 
once they are built? . . . does he know how to sell? 
If he still qualifies, then... 

Judge His Homes. Are they well planned, attrac- 


tive? Do they meet the needs of the people in his com- 


munity? Can he adjust his designs and his operations 










Manufactured by | 


UNITED 





financing 


to meet changing needs of the community? Will his 
homes remain attractive and desirable a few years 
from now? Are they approved for FHA or VA finan- 
cing? The answers to these questions ought to give 


you a pretty good line on any builder. 


When you finance a United States Steel Homes 
Dealer, this investigation has already been made— 
hy United States Steel Homes, Inc.—before the fran- 
chise was granted. Our requirements are the same as 
yours. Certainly you will still want to make some in- 
vestigation of your own, but you can feel sure that 
any United States Steel Homes Dealer will pass the 


strictest muster. He had to, to get his franchise. 


—_— = 





STATES STEEL 


© MOMs... 


NEW ALBANY, INDIANA +» SUBSIDIARY OF UNITED STATES STEEL 
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PROTECTION 


Licensed to do business in the following states: 
Arkansas ® Florida ¢ Georgia ® Indiana ¢ Kansas ° 


Louisiana @ Mississippi ¢ Missouri ¢ Nebraska 
Oklahoma ® Illinois (certain counties) ¢ Alabama 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central PArkview 7-813! 
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The Mississippi Valley 


Old Republic 


Life Insurance Company 


Broad rivers and small streams from the east and 
west merge to form the magnificent Mississippi 
...at once an arterial waterway and a symbol to 
the nation. From the rich black soil of the vast 
Mississippi Valley an abundance of raw mate- 
rials flows to the great cities for processing and 
distribution across the continent and beyond. 
Here is the strong, warm heart of America, whose 
people have a deep living pride in their heritage 
...work resolutely to conserve and enrich it for 
the generations yet to come. 
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The achievements of this great productive area 
grow from a vital core—the close-knit relation 
between families, homes, industries and financial 
institutions. Here, as in all America, both in- 
stalment credit institutions and their customers 
benefit from Old Republic’s complete line of 
credit life, accident and sickness insurance. A 
phone call, wire or letter will bring the man 
from Old Republic with details. 4ddress Old 
Republic Life Insurance Company, 307 North 
Michigan Avenue, Chicago /, Illinois. 
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* protection for mortgages 


is best obtained with title 


insurance by American Title . . . 
Licensed to write title insurance in— 


ALABAMA ARKANSAS COLORADO FLORIDA GEORGIA INDIANA KANSAS LOUISIANA 
MICHIGAN MINNESOTA MISSISSIPPI! MISSOURI MONTANA NEW MEXICO NORTH CAROLINA 


NORTH DAKOTA OHIO OKLAHOMA SOUTH CAROLINA TENNESSEE TEXAS WEST VIRGINIA 
WISCONSIN WYOMING ¢ PUERTO RICO VIRGIN ISLANDS 


Efficient Sewice based on 20 yeand experience 
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Im 1854, pioneer California settler 
Maria Rita Valdez sold her Rancho Rodeo 
de las Aguas for $1300. The down payment 
was $500 cash. And so the two men who 
bought the ranch—Benjamin D. Wilson and 
Henry Hancock—became the sole owners of 
what is now Beverly Hills! 


Whatever it cost, 
CALIFORNIA LAND IS PRECIOUS...BE SURE IT’S SAFE, TOO! 


An investment in California property grows in value every year. This 
investment deserves the best possible protection. 

We have helped make California land safe since 1893. Throughout 
these 63 years of conservative management, our current assets have 
accumulated to more than $44,000,000. 


Our Home Office has America’s largest staff of title specialists, plus 
the only complete land records of Los Angeles County... in 14 other 





America’s Largest Southern California’s Oldest 
Title Company Trust Company 


Title Insurance and Trust Company 


433 South Spring Street, Los Angeles 54 


California offices cf Title Insurance and Trust Company in Bakersfield, Fresno, Independence, Los Angeles, Santa Ana, 
Santa Barbara, San Luis Obispo, Ventura, Visalia. Associated Company office in San Diego (Union Title Insurance and 
Trust Co.). Subsidiary company offices in El Centro and San Bernardino (Pioneer Title Insurance and Trust Company) ; 
in Oakland and Hayward (Alameda County-East Bay Title Insurance Company) ; in Riverside (Riverside Title Com- 
pany) ; in the State of Nevada (Pioneer Title Insurance and Trust Company) ; in Portland, Oregon (*Title and Trust 
Company) ; in Seattle (*Washington Title Insurance Company). *List of counties available on request. 
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Here at Title Insurance, title service is fast, low-cost and dependable. 


California counties we have title plants and experienced title men. 
Here at Title Insurance is the best safeguard for buyers and lenders. 
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TITLE INSURANCE SERVICE CAN BE ACCURATE, TOO! 





There must be a reason why a number of the country’s foremost 
mortgage bankers come to Louisville Title for accurate service in 


insuring real estate titles. 


Louisville Title will work out for you a customized title insurance 
service that fits your needs exactly. This type of service is proving 
of great value to mortgage bankers, life insurance companies, law- 
yers, builders, and developers. 

When you deal with Louisville Title you use the services of one 


of the nation’s leading title insurance companies. We’d like to send 
you complete information about our service. 





t 
; AA. LOUISVILLE TITLE INSURANCE COMPANY 
s INSURANCE : HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
+, WE) = 
————— ° 
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Take the Risk Out 





You can count on 21 years 


Why risk any more than necessary in financing home building 
projects. Every month more and more lenders are discov- 
ering a new source of really sound, profitable investment . . . 
P&H prefabricated homes from Harnischfeger—a pioneer of 
the industry. 

Harnischfeger precision manufacturing, quality materials, 
efficient Dealer-Builder erection methods minimize the gamble 
in your mortgage investments. 

When financing PaH Homes you know, practically to the 
penny, all the costs before the builder starts. PeH Homes are 
up in less than 8 hours, completed within 30 days of financing 
approval. Processing is faster, overhead is lower, construction 
loan commitments are completed quickly. You reduce your 
gamble when you deal with PeH Home Dealer-Builders, backed 
by Harnischfeger’s 21 years’ experience in prefabrication. 


HARNISCHFEGER HOMES, Inc. 


For 21 years, better value for the owner, better business for the builder 


of your new home financing 


of PzeH Homes know-how! 


See the New 1957 P2zH Homes 


You and your builder clients should see the new 1957 model 
P&H Homes. Make a date to visit Harnischfeger. Write, wire 
or call today: 


Harnischfeger Homes, Inc., Dept. MB-5610, 
Port Washington, Wisconsin, Phone 611. 





OUVUALITY 


P.H 


oe ROR. 48 —S—) 
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PIN POINT your 
MORTGAGE PORTFOLIO needs 








A nationwide mortgage service geared to the specific requirements of 
mortgage originators and investors. We invite you to contact us concern- 


ing the purchase and sale of mortgage portfolios. 


SLAK 
Shite hie 


MORTGAGE CORPORATION 
2900 Hudson Boulevard 


Jersey City, New Jersey 
SWarthmore 5-2900 
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EVERY HOMEOWNER 


A PROSPECT 



































COMPREHENSIVE PERSONAL LIABILITY INSURANCE 


This broad policy indemnifies and protects the homeowner 
against virtually all legal liability claims which might arise out 
of ownership or maintenance of his home, including medical 
payments. This same protection also extends to cover the 
personal acts of the insured and immediate members of his 
family such as their participation in various sports activities 
and other non-business pursuits either on or away from the 
premises. This valuable coverage may be written under a 
separate policy, or may be added, in most states, by endorse- 


ment to a fire policy at small cost. 


REPUBLIC VANIGUARD /NSURANCE COMPANIES 
Home Office © 3415 Cedar Springs — Dallas 19, Texas 

Los Angeles, California New York, New York Chicago, Illinois 
DEPARTMENTS 675 South Park View 110 Fulton Street 309 West Jackson Blvd. 

Los Angeles 57, Calif. New York 38, N. Y Chicago 6, Ill. 
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Highways and Byways of Business 








HEN the dis- 

count rate, the price for treas- 
ury bills and what the Open Mar- 
ket Committee is doing, if anything, 
all get the front 
thing must be doing in money and 
credit. Something is, and that some- 
thing is that money is tight and get- 
ting tighter. That isn’t the least bit 
newsy to any mortgage man; but to 
most of them the revelation that the 
market has now soared to the highest 


such things as 


on pages, some- 


level in more than 23 years is a bit 
hard to believe at first. 

The squeeze is now on. By boosting 
the price of money and keeping it 
scarce, the Federal Reserve hopes to 
steer the economy through the dan- 
gers of industrial overexpansion and 
wage-price inflation. The demand for 
loans is outstripping the supply be- 
cause record levels of employment, 
wages, spending, business investment 


and construction are straining credit 
resources more heavily than they have 
been pressed since 1929. 

In the competition for cash, bor- 
rowers are turning from the securities 
market to the banks; expansion loans 
to business by banks since the first of 
the year have soared nearly $2.5 bil- 
lion (to $28.6 billion—150 per cent 
more than the increase in the same 
period last year). Businessmen have 
been borrowing funds for long-term 
projects on the short-term market, 
hoping that interest rates will come 
down. Meanwhile, to keep down the 
demand for credit, the Federal Re- 
serve has let the overall supply of 
lendable bank funds contract. 

All this is being acutely felt in the 
mortgage market—indeed, who needs 
tu be reminded of that fact? In a few 


days mortgage men will be gathering 
for the 43rd annual MBA Convention 





and you can be sure tight money will 
be the principal topic of conversation. 
In no other area is it being felt quite 
so severely as in the mortgage field 
because only in this field are there 
interest rates which remain frozen in 
an artificial way—FHA and VA rates. 
President Peterson has something to 
say on that subject in his monthly 
page. The builders are concerned— 
they see a continued decline in hous- 
ing starts unless something is done. 
One of them, William J. Levitt, has 
also called on the government to abol- 
ish the ceiling on FHA and VA loans. 

He said that if Government-insured 
mortgages were freed from interest 
restrictions, they would be able to 
compete in the money market with 
conventional mortgages and with 
other types of loans. 

Under present conditions, banks 
and other lending institutions decline 
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most complete 


One of Northern California's 
leading mortgage bankers offers 
many opportunities for high-yield 
investment in FHA, VA, and 
conventional mortgages. 

Our seven offices offer the 


coverage of desirable 


loan areas in this rapidly-growing 
section of the West. 


Learn more details, write today to... 


# 


PENINSULA MORTGAGE CO. © 


750 El Camino Real, San Carlos, California 


APPROVED FHA MORTGAGEE 


e ESTABLISHED 1948 


MORTGAGE ORIGINATORS FOR LEADING INSURANCE 


COMPANIES AND OTHER INSTITUTIONAL INVESTORS 
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LBARGES TXT LIwvWiING 
THINGS ON ERBRITH 


CALIFORNIA‘’S GIANT REDWOODS 


for the visitor .... 
for Californians .. . 


These Redwood Groves .. . . part of the heritage 
of every Californian . . . . are zealously protected 
by both private and public agencies. Their im- 
portant contribution to the prosperity of the state 
is safeguarded by carefully controlled logging 
operations designed to perpetuate the existence 
of extensive stands for the pleasure of the sight- 
seer and the continuing supply of matchless lumber 
for the construction industry. 
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massive beauty famed throughout the world 
. a basic segment of an expanding economy 


Santa Rosa, home office city for Sonoma Mortgage 
Corporation, is known as the gateway to Northern 
California's great Redwood Empire. Through 
Santa Rosa each year pass tens of thousands 
of tourists on their way to or from the Redwoods. 
And through it also, pass the long trains and 
mammoth truckloads of fine lumber destined 
for use in fine homes throughout the United 
States. 
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to invest in Government-insured mort- 
gages, because their money can earn 
as much or more interest in several 
more attractive ways, such as business 
loans, short-term notes, and bonds, as 
well as in conventional mortgages. 


Most would-be buyers of homes 
have no place to go to finance their 
purchases. He acknowledged that they 
would have to pay more if the Gov- 
ernment were to do away with its ceil- 
ings on interest. But he said that those 
seeking mortgages would be willing to 
pay the price if only the mortgages 
were made available to them. 

The net effect of continued low- 
interest rates for mortgages, he said, 
will be a sharp reduction of home con- 
struction this year. He predicted that 
fewer than 1,000,000 homes would be 
built in 1956—the lowest figure since 
1946. Last year’s total was 1,300,000. 


“If the present shortage of mort- 
gage money continues,” he said, “the 
industry will produce only 650,000 
homes. And there is demand, based 
on the formation of new families in 
the country, and on obsolescence of 
existing homes, that should require 
1,500,000 homes to be built each year 
for the next fifteen years.” 


The Changing World 
We Live in Today 


But while we are worrying about 
the thing that affects us most at the 


Al your 


moment, some significant changes are 
going on that, in the long run, may 
affect us even more. For instance, 
these facts from the Census Bureau: 

Current trends in the characteristics 
of the American population indicate 
a sustained rate of real estate activity. 


>> Family formation is starting ap- 
proximately a year earlier than in 
1940 as shown by the fact that the 
median age at marriage for women 
now stands at just over 20 years, com- 
pared with just over 21 in 1940. 


>> The number of one-person house- 
holds has increased by one-third in 
the last five years. Most of the per- 
sons living alone in their own resi- 


dence are women—largely widows. 


>> Families with children are more 
likely to move than families without 
children. In part at least, this is at- 
tributable to the lower average age of 
heads of families with children. Thus, 
among families made up of the head, 
his wife, and one or more children un- 
der 18, one-fourth were “movers.” 
Changes in housing requirements as 
the number of children in the family 
expands is often the reason for mov- 
ing. 


>> Three-fifths of the 42,000,000 
families in 1955 were married couples 
with their own children or other rela- 
tives living with them. About 41 per 
cent of all families were married 
couples with one or more children 
under the age of 18. 
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ATI is ready to serve you anywhere 


in New York State! 67 years 


of specialized experience 


are your assurance 


Higher Costs Are 
Killing Building 


And what we should be worrying 
most about is costs, in the view of 
House & Home. There is still such a 
huge need and demand for more good 
new houses that it is high time home- 
builders “stop worrying about our 
market, and start worrying about our 
costs.” 


The industry’s critical problem is 
this: “Home buyers can’t and won't 
pay $2,000 to $3,000 for the extra fea- 
tures they want in new houses on top 
of paying a $2,000 to $3,000 price in- 
crease for which they get nothing at 
all. 


“Cost inflation is the biggest reason 
new house sales are off while now old 
house sales are up. In the past two 
years, while the cost of living has 
actually declined 0.1 per cent— 

“Land prices have been so inflated 
by the sudden shortage of developed 
land that it often costs the 1956 
builder $1,000 a small lot more for 
land that is not a penny better. 

“Money costs more to borrow, so 
it often costs the 1956 builder $1,000 
a house in fees and discounts just to 
borrow the same amount of 4/2 per 
cent money. 

“Our wages have been boosted 
twice without an equal increase in 
productivity, so the 1956 builder must 


e TITLE INSURANCE 


e ABSTRACTS OF TITLE 
e TAX AND TITLE SEARCHES 


of promptness and accuracy. 


ABSTRACT & 





110 FRANKLIN STREET ° 


e ESCROW AGENCY SERVICE 


INSURANCE CORPORATION 


BUFFALO 2, N. Y. 
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BUFFALO, N.Y. 
ROCHESTER, N.Y. 
LOCKPORT, N.Y. 
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often pay $200-$300 more for labor to 
get the same house built. 

“Building material prices are up 
9.2 per cent, so once again the 1956 
builder must often pay $500 extra to 
get no more.” 

Citing nine major ways to reduce 
the costs of homebuilding “before we 
price ourselves right out of the mar- 
ket,” the publication says one way 
would be to “save the big fees and 
discounts we pay for mortgage money 
by giving up the shibboleth of a 4% 
per cent fixed interest rate and admit- 
ting the failure of our five-year strug- 
gle to borrow at less than the mar- 
ket rate. 

“We can cut painting costs in half 
by having two prime coats applied to 
all our components at the factory. We 
can cut our mechanical costs for heat- 
ing and cooling by more intelligent 
use of insulation and overhangs. We 
can cut our carpenter labor costs by 
using power tools to precut our lum- 
ber, and soon we may be able to cut 
them again with power nailers. 

“We could cut our rough plumbing 
costs in half with factory-assembled 
pipes—and the labor shortage will 
soon make even the plumbers welcome 
this labor saving. If plumbers enough 
to install 1,800,000 baths in 1,200,000 
new homes are hard to find today, 
how can we hope to find plumbers 
enough to install 4,000,000 baths by 
today’s make-work methods, in the 
2,000,000 new homes a year we will 
have to build in the mid-Sixties?” 

Other cost-cutting techniques rec- 
ommended included standardization 
of building product sizes (which 
should lower prices), increased use of 
larger components and subassemblies, 
or “building with parts instead of 
modernization of building 
codes, and greater use of mechanical 
materials handling equipment. 


pieces,” 


There are at least 6 million families 
who still have to live in substandard 





STANDBY COMMITMENTS 
PROMPT ACTION ASSURED 
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J. HALPERIN & COMPANY 
89-48 164th Street 
Jamaica 32, New York 
Jamaica 6-2800 











homes because there are no better 
homes they could move to. From 1931 
to 1955, it says 15,534,000 new houses 
were started, but this was 3,509,000 
too few to provide a home for all the 
new nonfarm households formed in 
those years. 


“Good enough houses are still the 
greatest shortage of all. The American 
standard of housing is even further be- 
low the rest of the American standard 
of living than it was a generation ago. 


In a quarter century, while the rest 
of our standard of living has more 
than doubled, there is good reason to 
doubt that the average standard of 
housing has risen at all. 


“The 15,334,000 nonfarm houses 
we built from 1931 through 1955 
average quite a bit better (even 
though most of them are small and 
most of them were built for below- 
middle-income families; but the nearly 
30 million units now occupied in 
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Houses differ — so do the folks that live in 
them. Property investments differ — so do 
the title situations behind them. 

Digging up the title differences — sifting out 
the hazards, if any, is our business. The 
security of a TG&T title policy is based upon 
the applied knowledge, thoroughness and 
experience of more than seventy years. 
Today more and more financial institutions, 
considering a property investment, 
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be insured by TG&T. 


TITLE GUARANTEE 
a and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 
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buildings erected before 1930 are 26 
years older and must average quite a 
bit worse by now). 

“So it is nonsense to say the home 
building market is overbuilt. The 
simple and painful truth is rather 
that: we are being outsold and under- 
sold.” 


Our Schools Are Now 
Bursting at Seams 


What is sure to confront us in sev- 
eral years with an even more dramatic 
impact than we are experiencing to- 
day is the question of school facilities. 
Total school and college enrollment 
will reach a new high of 41,553,000 
this school year. This is 1,754,300 
above last year’s 39,798,700. 

This will be the 12th consecutive 
year that the total enrollment of 
schools, colleges, and universities has 
shown an increase. 

Shortages of classroom and quali- 
fied teachers will be somewhat re- 
duced, although still serious. 

During the 1955-56 school year, 
67,000 public elementary and second- 
ary school classrooms and _ related 
facilities were scheduled for construc- 
tion at a cost of $2.5 billion. This 
compares with 60,000 classrooms at a 
cost of $2.2 billion the year before. 
A total of 51,400 new classrooms are 
needed to take care of this year’s in- 
creased enrollments. Some progress is 
being made to reduce crowded condi- 
tions in schools, but the rate of con- 
struction would have to be stepped up 
if increased needs are met. 


Last year, about $380 was spent for 
each child in public elementary and 
secondary schools. This is a total of 
about $10.6 billion. Local property 
taxes accounted for 58.1 per cent of 
this amount; state taxes on income, 
sales and other measures of business 
accounted for 37.4 per cent, and the 
Federal Government paid the remain- 
ing 4.5 per cent. 

One of every four persons in the 
U. S. will be attending school or col- 
lege this year; more students are stay- 
ing in school to graduate; almost one- 
third of the public school students are 
transported to and from school in 
public carriers; fifty per cent of high 
school graduates go to college as full 
or part time students, and college en- 
rollments are expected to increase 
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from the present 3.2 million to about 
6.4 million by 1970. 


What People Say— 


Joseph B. Haverstick, president, 
National Association of Home Build- 
ers, at the U. S. Savings and Loan 
League Construction Lending Clinic: 

“The trouble that the home build- 
ing industry is facing today in trying 
to find mortgage money ample to fi- 
nance a million-plus new homes is 
only a foretaste of what lies ahead. 

“Today’s frantic competition for 
money will look like a slow walk ten 
years from now unless immediate 
preparations are made to make funds 
available for the greatly expanded 
housing market that our population 
and household formation growth in- 
evitably will create. 

“Failure to establish the machinery 
now for a central mortgage facility 
will produce king-size headaches in 
trying to meet the increased demand 
for housing in the 1960’s—headaches 
that will be painful for the home 
buyer, the home builder and everyone 
associated with the home building in- 
dustry.” 

Dr. George Cline Smith, vice presi- 
dent and economist of F. W. Dodge 
Corporation: 

“The present level of non-farm 
housing starts, now running only 
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slightly above a million a year, is far 
too low for a this size, and 
can only be characterized as under- 
building. Basic demand factors are at 
least as strong as they were last year. 
Marriages are more numerous, births 
are up, incomes are bigger, highway 
building with its attendant disruption 
of existing housing is_ increasing. 
Chere is considerable slippage, how- 
ever, in translating this basic demand 
demand. The major 
culprit here is tight credit, which 
makes financing of home building and 
home purchasing difficult. In part, 
deliberate govern- 


nation 


into effective 


this results from 
ment action, but we shouldn’t over- 
look the fact that today’s huge 
demand for credit for non-housing 
purposes is perhaps even more im- 
portant. Record levels of government 
and business investment in new facili- 
ties absorb large quantities of credit 
which might otherwise find its way 
into the mortgage market. 

“In addition to the credit situation, 
costs of building new houses have 
risen faster than the costs of many 
other things consumers buy, thus put- 
ting housing in a vulnerable position. 
In addition to the rising cost of labor, 


materials, land and utilities in the past 
few years, there has been a trend to- 
ward building larger and more com- 
pletely equipped houses. As a result, 
some large portions of the population 
have been priced out of the current 
housing market. 

“So far this year, non-farm housing 
starts have been at an average annual 
rate of less than 1,100,000. This rate 
would take care of new non-farm 
household formation plus replacement 
of perhaps 200,000 to 300,000 units 
destroyed or otherwise taken off the 
market. At a replacement rate of 
300,000 a year, it would take about 
150 years to replace today’s inventory 
of housing, implying that the average 
American family someday would have 
to be satisfied with a house a century 
and a half old. 

“On this basis alone, it would seem 
that we are building far fewer houses 
than the nation needs. But on top of 
this, rising living standards, larger 
families and a growing desire for 
home ownership add more demand 
pressure to the market for new single- 
family homes. 

“With all this demand pressure, it 
is very unlikely that home-building 


can long remain at its present low 
levels. Any easing in the credit situa- 
tion would very quickly be followed 
by a rise in the number of houses 
built; but even if credit remains tight, 
it seems very likely that demand will 
force a higher rate of home-building 
activity next year if not sooner.” 


What the City Faces 
in Next 20 Years 


“The United States is heading into 
a growth crisis, the like of which was 
never seen before,” declares Archi- 
tectural Forum. Triggered by our 
“mobile mania,” or the fact that “we 
are an unprecedented nation of cen- 
taurs,” this impending, unprecedented 
crisis will develop out of two main 
factors: over the next 20 years there 
will not only. be an increase of about 
56 million in our population, but 
automobiles in use will increase by 
100 per cent. 

In preparing a study on probable 
“city patterns” of 1976, the editors 
made a projection showing that the 
number of passenger autos in use, 
which reached 50 million last year, 
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will soar to 100 million in another 20 
years. The Federal Reserve Bank of 
Philadelphia had made an independ- 
ent projection of its own on this score, 
and has come up with an identical 
estimate of 100 million autos in use 
in 1976. 

“Right now every human in the 
U. S. commands an average of 12 
acres. Seven raise food for him, leav- 
ing an average of five for all other 
purposes. Optimistically assuming that 
the same farm acreage supporting 162 
million people now will support 218 
million in 20 years, the average acre- 
age per person for all other purposes 
will drop about 20 per cent. And 
because asphalt will not grow po- 
tatoes, the pavement that will be de- 
manded by two cars for every one we 
have today will have to come out of 
that other-purpose acreage. There’s 
the rub. For the car is not only a 
monstrous land-eater itself: it abets 
that other insatiable land-eater—end- 
less strung-out suburbanization. 


“Our old way of figuring density by 
so many persons per square mile has 


now become irrelevant. The crucial 
figure for U. S. planning is now 
density of cars. For some time this has 
been true, though little recognized, for 
cities. Traffic and all it means is the 
key factor in urban renewal. 

“Now we must recognize that re- 
newal is only part of an over-all pat- 
tern of urbanization taking in spaces 
far beyond, and between, the old 
cities. Cities used to be an incident 
to the countryside; now countryside 
has become an incident to the City. 

“The last ten years has given us an 
unholy mess of land use, land cover- 
age, congestion and ugliness. This is 
nothing to what the next twenty 
promise. Barring annihilation, deep 
depression, or a more tractable inven- 
tion supplanting the automobile, we 
have no way to avert this crisis of 
growth, no choice but to face it and 
try to civilize it.” 

One of Forum’s articles explores a 
novel argument that we should “for- 
get the old city,” because by 1976 we 
will see entirely new cities of up to 
1,000,000 population established in 


outlying countryside areas. This pro- 
vocative idea is advanced by housing 
expert Catherine Bauer. 

Miss Bauer points out that about 
55 million of the 56 million popula- 
tion increase in the next 20 years can 
be expected to seek homes in the so- 
called “standard metropolitan areas.” 
But in most cases that would virtually 
double the population and congestion 
of these compact, primarily built-up 
districts, or else cause an outward 
push that will carry far beyond the 
limits of these areas as now defined. 

Perhaps nine million of these 55 
million may try to “squeeze themselves 
into the big central cities” within 
these metropolitan areas. But these 
central core cities have little open land 
to offer, and some people would be 
bound to be turned away unless: 


>> There is tremendous annexation, 
which seems unlikely, if not impos- 
sible ; 

>> Or there is wholesale redevelop- 
ment at much higher densities than 
now prevail in blighted areas. 
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Consequently, “the overwhelming 
majority of the newcomers—at least 
46 million of them and probably more 

will veer from the central city to 
the fringe. The result: suburban pop- 
ulation, on the average, will double; 
in areas where the growth trend is 
particularly strong it will quadruple 
or more. The rural fringe, that giant 
sponge which has absorbed more than 
half the suburban development of the 
past five years, will attain a degree of 
scatteration unknown today.” 

[his prospective growth pattern, 
she declares, “underscores what is per- 
haps the most notable shortcoming of 
American planning today: confronted 
with continuous outward expansion 
with the vista of cities where today 
there are only farms and vineyards 
planning seems to rivet its attention 
on yesterday. 

“For all its dedication to the prin- 
ciple of growth and expansion, Amer- 
ica, in its city planning, is still mainly 
oriented to fixing up the past, rather 
than shaping the future. Billions are 
spent, and the most ruthless powers 
granted, for reconstruction: clearing 
slums and rehousing slum dwellers; re- 
development and renewal of blighted 
areas; reorganization of congested 
traffic routes; replacement and rede- 
sign of obsolete facilities: the creation 
of parks and playgrounds, all at tre- 
mendous cost, in built-up districts. 

“But the challenge of tomorrow 
the shaping of the metropolitan com- 
munity that must provide for 46 
million more Americans outside our 
central cities—goes unheeded, by and 
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large. Most new development con- 
tinues to take place outside the juris- 
diction of responsible local govern- 
ment or of well-staffed planning 
agencies. Growth in the hinterland 
just happens—shaped, in the main, 
by fate, the ad hoc decisions of indi- 
vidual developers, and the narrow fi- 
nancial concerns of FHA and the 
lending agencies.” 

After reviewing various types of 
“model communities” proposed in the 
past, she describes the new kind of 
fairly-large, mainly self-contained 
practical, modern city that she expects 
to see develop in areas “quite far be- 
yond the present outer rim of sprawl 
and speculation.” These, she says, 
“could offer some hope of preserving 
real agricultural and open space be- 
tween, not only for profit, recreation, 
and general amenity, but for restoring 
that sense of visual and social identity 
which our present shapeless, endless, 
overlapping communities so obviously 
lack.” 

But there would also be a prime 
requisite to assure the success of such 
a “sensible pattern” of new cities, she 
warns: “The concept of city planning, 
effectuated by zoning, subdivision con- 
trol, and the careful location of public 
works and community services, would 
have to be applied at a much broader 
regional level and be geared to bold 
and positive criteria for future metro- 
politan structure.” 

But even the development of bright 
new modern cities will not empty or 
solve the renewal and reconstruction 
problems of our older, existing cities. 


20 THE MORTGAGE BANKER + October 1956 


In a series of separate articles, the 
editors deal with some of the major 
problems these cities will have to solve 
in readjusting to our great population 

-and automobile-growth in the years 
just ahead. 

Architect Victor Gruen was asked 
how the nation could avoid strangula- 
tion from its great population and 
auto growth. In his contribution to 
the Forum study, he points out that 
the main cause of today’s congestion 
can be found in the fact that “roads, 
streets and highways are used for two 
purposes: first, to serve as a track for 
automobiles; and, second, to serve as 
the pattern or guiding element for 
structures. The diabolical thing is that 
the two uses are so diametrically op- 
posed that each nullifies the other’s 
value. 

“At present,” Gruen explains, “the 
trucks servicing them, and the buses, 
create a blocking action on through- 
traffic. Thus the structures lining the 
traffic carrier successfully sabotage the 
traffic on it. But the traffic gets its 
vengeance on the structures by attack- 
ing the inhabitants with noise, smell 
and dirt, wracking their nerves, en- 
dangering their lives, slowing their 
services. 

“If we want to end this hot war 
between the structures and means of 
transportation, if we wish to bring 
about peaceful coexistence, we shall 
have to separate the warring forces. 

“Fortunately, we are not without 
experience in shaping a sympathetic 
environment for either force. We 
know by now what comes naturally 
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to the car; the habitat in which the 
automobile feels at home consists of 
engineered parkways, freeways, ex- 
pressways, parking terminals. 

“Only if we have given the mechan- 
ical monsters their ‘lebensraum’ can 
we go about the task of reestablishing 
the natural habitat for human beings 
and their buildings. Such a habitat 
must be one in which the individual 
elements of architecture and their re- 
lationship to each other are again ob- 
served, enjoyed and used by human 
beings walking on two legs.” 

The pattern for cities proposed by 
Gruen would be based on the assembly 
of structures in clusters, rather than 
in strings that border thoroughfares. 
Each cluster would have clearly de- 
fined borders, and roads would serve 
only to connect clusters into neighbor- 
hoods, neighborhoods into town cen- 
ters, and groups of town centers into 
cities. Traffic would not pass through 
one neighborhood after another, but 
between neighborhoods until it reached 
the individual cluster of houses, stores, 
business establishments that was its 
destination. 

Depending on the size and purpose 
of each type of cluster, Gruen also 
would require it to provide adequate 
“terminal parking space” for all the 
automobiles it would attract. 

After answering various “objec- 
tions” that he is sure would be raised 
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to proposals to incorporate his “clus- 
ter” plan into existing city and subur- 
ban street patterns, however, Gruen 
warns: “Without the existence of a 
concept which takes the future of our 
urban and suburban scene fully into 
consideration, the new freeways will 
cut our metropolitan regions into rib- 
bons and shreds and dribble the scat- 
teration ever farther, even wider. But 
if this tremendous investment could be 
made with wisdom, it can mark the 
beginning of a healthier and more 
beautiful American cityscape and 
landscape.” 








>> Record Deposits: Total deposits 
in the 527 mutual savings banks of 
the nation gained $102,000,000 dur- 
ing August, to reach a new record 
figure of $29,363,000,000. Like July, 
but unlike May and June, the deposit 
increase during August was below 
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that for the corresponding month of 
1955. In August, 1955 the gain was 
$110,000,000. The lesser gain this 
year reflects the fact that the amount 
withdrawn from regular accounts 
during the month was 5 per cent 
above that for August 1955, whereas 
the amount deposited in such ac- 
counts was up 8 per cent. 

Over the first eight months, total 
deposits rose $1,182,000,000 or 4.2 
per cent in 1956, as compared with 
$1,186,000,000 or 4.5 per cent in the 
corresponding period of 1955. During 
each month this year, except March, 
amounts deposited in and withdrawn 
from regular accounts have continued 
at a higher level than those for the 
corresponding month last year. In- 
terest-dividends paid depositors dur- 
ing the first eight months of 1956 
approximated $398,000,000 as com- 
pared to $352,000,000 a year ago. 
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Handreds of examples. can. be used to. prove | t 


Hundreds of examples could be used, too, proving that 
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“Mortgage Banker 


>» The Wage-Price Spiral Can 
Not Continue Indefinitely 


* A Look at Business Today by Raymond Rodgers 


The business outlook, long-term, could “hardly be more rosy if we avoid 


the twin pitfalls of wage-price inflation and over-investment in 


production facilities,” says Dr. Rodgers. We can expect the ups and 

downs because swings in business activity are inevitable in a free economy, 
especially one as dynamic as ours. But what about the outlook, 
short-term? That’s something else, and Dr. Rodgers has some 
reservations in that area. Most people don’t have escalator 
provisions supporting their income, so their ability to buy goes 
down as prices go up. This reduces the volume of goods 

sold at a time when production capacity is being increased. 
Inventories grow and press on the market and thus on prices. 
Eventually, he concludes, “‘somethin’s gotta give.” Dr. Rodgers is 
the well-known economist who has spoken at many MBA meetings 
in the past. He is Professor of Banking in the Graduate School 

of Business Administration in NYU’s School of Commerce 

and recently addressed ABA’s Western Trust Conference. 


HE “rolling readjustments” con- 

tinue to roll—and, at a very high 
level. Unprecedented confidence, and 
record-breaking employment at ever- 
higher wages, have boosted the Gross 
National Product from $387 billion in 
the second quarter of 1955 to an 
amazing $408 billion in the second 
quarter of this year. This enormous 
increase of $21 billion is indeed a 
tribute to the flexibility and_ basic 
vitality of our economy as it was ac- 
complished despite a drop of 27 per 
cent in automobile production and 
18.4 per cent in housing starts, and 
a continuation of the credit restraint 
by money authorities. 

A sizeable part of second quarter 
business activity came from the efforts 
to accumulate steel inventories and 
otherwise anticipate the steel strike. 
To the extent that this was done, the 
economic impact of the strike was 
cushioned; but the stoppage of nearly 
six weeks caused a loss in steel produc- 
tion of some ten million tons and a 
sizeable adverse effect on the indexes 


of business activity and the Gross Na- 
tional Product for July and August. 

As it had been clear for several 
months that a stiff price increase in 
steel was a certainty, and a strike a 
probability, there had been a sub- 
stantial accumulation of steel inven- 
tories. But, this accumulation of in- 
ventories was not well-balanced as 
some forms of steel were still in short 
supply and thus not available for 
stockpiling. This unbalanced situation 
was further aggravated by the strike, 
which, naturally, reduced inventories. 
As a result, the big question today, 
from an economic standpoint, is 
whether inventories were reduced to 
the point where there will be a new 
scramble for steel, causing operation 
at capacity, or near-capacity, for the 
remainder of the year, or whether the 
strike merely reduced some of the 
excess inventories and there will be a 
more normal demand for steel in the 
months immediately ahead. 

As on all such matters, there are 
two points of view as to the impact 





Raymond Rodgers 


of the steel strike on business activity. 
Some feel that a sharp upswing in 
business in general, and steel in par- 
ticular, will be an inevitable outcome 
of the strike. 

The other point of view, which I 
share, is that the steel strike will not 
materially alter the pace of business 
activity. While it is true that the 
resumption of steel production will 
result in a higher index of industrial 
activity than prevailed in July and 
August, it is indeed doubtful that it 
will go above the level of the months 
immediately before the strike. This 
belief is based on many factors, some 
of which are directly connected with 
the strike and some are not. 

In particular, the steel strike was 
one of the most thoroughly antici- 
pated strikes in our history. With the 
exception of the few types of steel 
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which were in short supply before the 
strike, industry seems to have been 
well prepared to withstand the loss 
in production, as shut-downs were not 
necessary. Even more important, busi- 
ness activity before the strike was 
tending to decrease, and this trend 
has continued, as sales of farm equip- 
ment have been slow, home starts are 
down, sales of automobiles and other 
durable consumer goods have not fully 
recovered, and money is still tight. 

The impact of the steel settlement 
on inflation and the movement of 
prices is also of paramount impor- 
tance. The steel industry estimates 
that the overall total of the increases 
granted employees will amount to 52 
to 55¢ an hour by 1958. The union, 
on the other hand, contends that the 
increase will be only 46¢ an hour. In 
any event, costs are up, and the price 
of steel is up, and increases in produc- 
tivity have not kept pace. 

These higher steel prices put strong 
upward pressure on the price of every 
article containing steel. Moreover, 
this pressure will be added to the 
pressures which have accumulated in 
recent years, as steel prices have in- 
creased faster than the prices of fin- 
ished goods. It follows that price 
increases are inevitable, although they 
will by no means be even. 

To be specific, industries selling to 
ultimate consumers will undoubtedly 
encounter serious buyers’ resistance. 
For example, consumer sales resistance 
as evidenced by price weakness, grow- 
ing inventories, and declining sales, 
has been very marked in_ recent 
months in durable consumer goods 
such as automobiles, television sets, and 
home furnishings (in home furnish- 
ings, although manufacturers’ prices 
increased 2% per cent in the year 
ending June 1956, retail prices de- 
clined | per cent!). 

On the other hand, industries sell- 
ing to fabricators will not meet as 
much resistance. But, resistance not- 
withstanding, the increase in steel 
prices will increase commodity prices 
and the cost of living. 

Even before the steel strike, the 
consumer price index reached 116.2 
in June, the highest level on record. 
This upward trend will, of course, be 
reinforced by the steel price increase. 
Moreover, the provision for automatic 
wage increases as the cost of living 
goes up, which is now included in the 


contracts of the steel and automobile 
workers, as well as in those of many 
other large unions, will tend to ac- 
centuate this upward tendency. 

We must look ahead — yes, far 
ahead—-we must ponder the ultimate 
consequences of this constant upward 
pressure on prices and business ac- 
tivity. The breadth and depth of the 


wage increases of recent months are 


Second, as the prices of commodi- 
ties go up, what the economist calls 
cross-elasticity of demand set in and 
buyers shift their purchases from the 
commodities which are out of line to 
those which have not increased to the 
same extent. This, of course, can 
bring considerable pressure on a par- 
ticular industry. 

Third, the higher prices caused by 





“In evaluating the outlook for the present boom, it is 
important to keep in mind how much of it has been, 
and is, based on credit expansion. In the field of con- 
sumer credit, for example, almost $16 billion of new 
installment credit was extended by lenders during the 
first five months of this year. This was substantially 
larger than the installment credit extended during the 
same period last year. (As repayments were up even ] 
more sharply, the increase in outstanding credit was : 
less than a year ago.) Moreover, during the past ten 
years, consumer debt has risen at an average of 20 
per cent a year whereas disposable income has risen 
at an average of only 6 per cent!” 
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sufficient to give concern regarding 
the danger of acceleration of the wage- 
price spiral. To be specific, wage in- 
creases in the first half of this year 
were around 10 to 12¢, which is nearly 
twice the 6 to 8¢ pattern of 1955; and 
now the “handsome” steel wage in- 
crease, which the union estimates will 
increase wage payments $1,332,000- 
000 over the three years of the con- 
tract, set a pattern for even more sub- 
stantial wage boosts in the future! 

While no man can foretell when 
such a wage-price spiral will end, it is 
equally certain that it cannot continue 
indefinitely. This can be confidently 
asserted because there are several ul- 
timate limitations on such “economic 
perpetual motion.” 

First, most of our people do not 
have escalator provisions supporting 
their income, so their ability to buy 
diminishes as prices go up. This, of 
course, tends to reduce the physical 
volume of goods sold at a time when 
production capacity is being increased. 
As a result, inventories grow and press 
on the market, and thus, on prices. 
Eventually, “somethin’s gotta give,” 
as the popular song puts it. 
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the wage-price spiral may cause peo- 
ple to save rather than spend, and 
thus bring downward pressure on 
prices. (This may have already set 
in as net dollar savings increased $5 
billion in the first quarter of this year 
in contrast with only $1.7 billion in 
the first quarter of 1955.) 

Fourth, increased productivity and 
increased spending on plant and 
equipment caused by both the high 
wages and the high prices of the spiral 
will eventually bring production to 
the point where it will be greater than 
the effective demand. This could cause 
serious trouble in the future if the 
constant increase in wages and prices 
induces manufacturers to expand pro- 
duction facilities to unreasonable pro- 
portions. In fact, at the present 
record-breaking rate of expansion of 
plants and equipment, this could 
easily be the case by the middle of 
1957, or the first part of 1958. 

In evaluating the outlook for the 
present boom, it is important to keep 
in mind how much of it has been, and 
is, based on credit expansion. 

In the field of consumer credit, for 
example, almost $16 billion of new 
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installment credit was extended by 
lenders during the first five months of 
this year. This was substantially larger 
than the installment credit extended 
during the same period last year. (As 
repayments were up even more 
sharply, the increase in outstanding 
credit was less than a year ago.) 
Moreover, during the past ten years, 
consumer debt has risen at an average 
of 20 per cent a year whereas dis- 
posable income has risen at an average 
of only 6 per cent! 

Also, the net growth of mortgage 
debt has accelerated this way: $7.5 
billion in 1953; $9.5 billion in 1954; 
more than $13 billion in 1955. This 
growth was in addition to repayments 
and refinancing, estimated at $15 bil- 
lion in 1955. Also, more than half of 
the tremendous increase in mortgage 
debt in 1955 was on old housing. In 
other words, for more than half of 
that great increase there is no increase 
in housing—just an increase in debt. 
Indications are that this increase in 
debt, because of inflation of the values 
of old houses and because of borrow- 
ing on existing housing to spend for 
consumer goods and services, con- 
tinues. , 

Not only has consumer debt and 
mortgage debt outpaced business ac- 
tivity, so has business loans. Whereas 
our Gross National Product is some- 
what more than 60 per cent greater 
than the 1947-49 average, business 
loans by banks have grown more than 
86 per cent during the period. With 
bank credit growing that much faster 
than national product, it is obvious 
that business has not been held back 
during the post-war period by a short- 
age of bank credit as is sometimes 
charged. 

The contribution of bank credit 
expansion, mortgage credit expansion, 
and consumer credit expansion to the 
high level of post-war business activity 
is clear. The necessity of continuation 
of that credit expansion is equally 
clear. The most pressing problem of 
our time is how to do this without 
causing inflation and without causing 
the debt to become unmanageable or 
unbearable. 

There are two simple economic 
truths which will help us weigh the 
outlook for our dollar. 
>> Capital expenditures are inflation- 
ary when made, as they take goods 
out of the consumption stream; but 
they are deflationary when the new 


facilities start production as goods are 
added to the consumption stream. 
Thus, the inflationary pressures of the 
record-breaking plant and equipment 
expansion now under way will be suc- 
ceeded by deflationary pressures as 
their output of goods comes on the 
market. 

>> In the same fashion, consumer 
credit when extended pumps money 








business activity are inevitable in a 
free economy, especially in one as 
dynamic as ours. 


>> A Suggestion: Because of the 


trend to higher interest rates, FHA 
may soon allow lenders a 0.5 per cent 
service charge on all new FHA home 
mortgages, House & Home predicts.* 
Under this system, the official FHA 





“The net growth of mortgage debt has accelerated this 


way: $7.5 billion in 1953; $9.5 billion in 1954; more 
than $13 billion in 1955. This growth was in addi- 
tion to repayments and refinancing, estimated at $15 
billion in 1955. Also, more than half of the tremen- 
dous increase in mortgage debt in 1955 was on old 


increase in debt. 





into the income stream and is thus 
inflationary; but later, as payment is 
made, it is deflationary as the money 
comes out of the spending stream. 

As for the outlook for business, ac- 
tivity in the third quarter definitely 
will be lower than the second quarter. 
The steel strike and the probable shift 
from inventory accumulation at an 
annual rate of $5 billion in the second 
quarter to inventory shrinkage of $1 
to $3 billion during the third quarter 
practically guarantee this lower level 
of activity. 

Looking a little further ahead, 
major changes in the 1957 automo- 
bile models, unparalleled confidence, 
record-breaking employment, record- 
breaking wages, record-breaking capi- 
tal expenditures, and record-breaking 
Christmas trade should push the Gross 
National Product to $410 billion, or 
even higher, during the fourth quarter. 

As for the longer-term outlook, it 
could hardly be more rosy if we avoid 
the twin pitfalls of wage-price infla- 
tion and over-investment in produc- 
tion facilities. This, of course, does not 
mean that we shall not have “ups and 
downs” in business activity. Swings in 


housing. In other words, for more than half of that 
great increase there is no increase in housing—just an 
Indications are that this increase in 
debt, because of inflation of the values of old houses 
and because of borrowing on existing housing to spend 
for consumer goods and services, continues.” 





interest rate would remain at 4.5 per 
cent, the same as for VA, but the 
gross yield to the lender would in- 
crease to 5 per cent. The borrower 
would pay a total of 5.5 per cent, 
consisting of 4.5 per cent for interest, 
0.5 per cent for the FHA insurance, 
and the 0.5 per cent service charge 
to the lender. The extra cost would 
be $5 per year (or just under 42c per 
month) for each $1,000 of unpaid 
balance. 

“FHA reportedly believes this 5 
per cent gross yield will stimulate new 
interest in FHA paper and reduce— 
even eliminate—discounts which cur- 
rently range from one to three points. 
The plan is not new. FHA currently 
allows a 0.5 per cent service to lend- 
ers under Sec. 203 (i), the minimum 
house program, which insures maxi- 
mum mortgages of $6,650.” 

FHA introduced this charge sev- 
eral years ago, because it cost a lender 
just as much to process and keep the 
accounts on a small mortgage as on a 
larger one, and this provided an in- 
centive for lenders. 





*But Mr. Cole says no change being considered. 
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Greatest Public Works 
in the History of the 





N JUNE 29 the President signed of the program. From the time of the Department of Commerce. j 

O into law the Federal-Aid High- President’s speech at the Governors The Commissioner of the Bureau 
way Act of 1956. It sets up a 13-year Conference in July 1954, it was clearly js Charles Dwight Curtiss, who esti- 
plan for road building which may cost understood that a long term nation- mates that there now are in the U.S.A. t 
from $45 to $50 billion, the greater wide road building program, coming about 3,300,000 miles of roads and 
/ 


portion to be from Federally collected 
taxes, the remainder to be supplied by 
the states. 

Experience with Federal projects 


along after the housing boom, would 
be very helpful to the construction 
industry and through it to others. 
The Secretary of Commerce hailed the 


streets of all kinds. Of these, about 
750,000 miles are included in Federal- 
aid plans. They are the busy miles, 
carrying about two-thirds of the total 





suggests that it will cost more and signing of the law as the start of “the road traffic of the country. The new f 
will go on indefinitely. Indeed, the greatest public works program in the plan is to encourage the states to re- n 
wording of the law seems to assume _ history of the world” and immediately build or to relocate many of those c 
that such will be the natural sequel announced the amount of money for 750,000 miles and then to maintain is 
of present plans. which each state could apply during them as efficient parts of a nationwide S 
The law states, “It is hereby de- the next three years and tentatively network of if 
clared to be in the national interest to during the whole 13 years. >> 41,000 miles of interstate, limited p 
accelerate the construction of the The over-all plan is to provide a_ access superhighways, connecting ma- 
Federal-Aid highway systems, includ- nationwide superhighway system, link- jor cities, te 
ing the Interstate System, since many ing major cities, supplemented by stat€ > 900,000 miles of state highways. y 
of such highways, or portions thereof, highways, and rural roads. Since >> ; , : p 
are in fact inadequate to meet the about 1893 money has been coming 508,000 miles of rural roads. 8 
needs of local and interstate com- out of Washington to assist in road To increase the accumulation of 9 
merce, the national and the civil de- building; on a grant-in-aid plan since the Washington share of the necessary - 
fense.” 1916. funds, certain taxes were raised as of $ 
In his message to Congress in Feb- Now the old and new Federal high- July 1, on motor fuels, trucks, trailers, al 
ruary 1955, President Eisenhower way taxes and the old and new plans buses, and tires. A new tax was im- st 
mentioned, as reasons for pressing his are to be united in one integrated posed on retread rubber and a yearly J 
proposed program, national defense, undertaking. The President will ap- registration fee must be paid by trucks pe 
highway safety, cost to motorists of point a Federal Highway Adminis- of 13 tons or more. w 
poor roads, and the lag of road build- trator, directly responsible to the Sec- The sums collected will go into a 
ing relative to increase of motor retary of Commerce, and who will Highway Trust Fund to be handled fe 
traffic. direct the conduct of the Federal by the Secretary of the Treasury. om 
It was not necessary for either the Highway Program which, as in the Under the present law no more money ce 
President or the writers of the law to past, will be supervised in detail by the can be paid out or promised for any pe 
refer to the “shot-in-the-arm” aspect U. S. Bureau of Public Roads of the year than is currently in the trust fo 
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by man in our modern era, the federal highway program will dwarf 





Bigger than any of the wonders of the ancient world or those created 


them all and, in the process, probably change our lives and habits as 


well. Miss Cook, author of this article, is with the Stock Exchange 
firm of Hemphill, Hoyes & Co. in New York. 


fund. However, a state which has no 
more money coming to it at the time, 
can go ahead and build a road which 
is part of the designated Interstate 
System and hope to get funds later, 
if the Secretary of Commerce has ap- 
proved its specifications in advance. 

The chief objective of the new law 
is to secure the completion within 13 
years of the Interstate System. For this 
purpose Congress has authorized $24,- 
825,000,000 to which states, receiving 
90 per cent for the cost of such roads, 
would be obligated to supply about 
$2,500,000,000 additional. Specific 
amounts have been allocated to the 
states for the three fiscal years through 
June 30, 1959. Thereafter it is ex- 
pected that funds will be allotted 
where they seem to be most needed. 

Of the allocations made to the states 
for the various fiscal years, other than 
sums for the Interstate System, 45 per 
cent is for roads outside of cities, 30 
per cent for rural roads, 25 per cent 
for roads within urban areas. 


These are the purposes for which 
states must match Federal funds 50- 
50. Under certain conditions a state 
can arrange for transfer of funds from 
one of these categories to another, but 
no category may be decreased or in- 
creased by more than 20 per cent. 

For the three years July 1, 1956-59, 
the allocations from the Highway 
Trust Fund among the states (other 
than funds for the Interstate System) 
aim to relieve congestion in and 
around cities, to connect them, and 
on the basis of population to give rural 
areas more dollars per person to pro- 
vide farm to market roads. 

The allocation of sums to a State 
does not transfer any money to its 
treasury. It merely fixes an amount for 
which the state may apply. The states 
must apply within two years after the 
end of the fiscal year for which the 
sums were authorized, or the allot- 
ment lapses. And applying involves 
submitting definite plans which meet 
the physical standards of road building. 








By E. E. COOK 


Possibly the most fundamental mis- 
understanding of the new law arises 
from the assumption that the Federal 
Government is empowered to dictate 
to the states which roads are to be 
built and where, and to move in and 
build them. That is not the scheme. 

Mr. Curtiss and the men from the 
state highway departments have been 
poring over maps for years. Together 
they have traced the Interstate System 
linking every large city with every 
other. They have worked out the loca- 
tion of the state highways and the 
rural roads which will feed the inter- 
state highways and serve local needs. 
Federal-aid to highways is nothing 
new. 

The change is in the expansion of 
the program. Larger Federal highway 
taxes, collected in all states, are flow- 
ing into the Highway Trust Fund, and 
each individual state knows the larger 
amounts it can claim for the various 
pieces of the national network which 
it may wish to renovate or build. For 
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The program, trying to plan 13 years ahead, discloses startling figures, and 
calls upon state highway departments to realize that we are using roads that 
were built for the Model T for today’s 300-horse power motors. State ex- 
penditures for highways will be increased but, if Congress had done 
nothing, they still would have increased in the years immediately 
ahead. Existing highways might be adequate if the recent rate of 
population growth were reversed, factory capacity decreased, 
wages lowered, and spending of every kind curtailed. With 
every indicator pointing in the opposite direction, the building 
of more roads is hardly a matter of choice. The inevitable rela- 
tionship between Gross National Product (the value of all goods and 
services ) and tons transplanted is being made clear. There is a constant 
relationship between wealth produced and transportation consumed. Every 
dollar of Gross National Product appears to be matched by an almost fixed 
number of ton-miles. To earn $1 we must transport one ton of goods about 
6-1/5 miles. Transportation is a raw material in all production. 


parts of the Interstate System it can 
apply for 90 per cent of the cost, for 
lesser state highway and rural roads, 
90 per cent. 

Before applying for Federal aid, the 
state highway department will make 
sure that the route approximates the 
tentative location on the Federal map, 
or that good reasons can be given why 
it should not. The next step is to set 
up for the new road the construction 
specifications fixed by the Secretary of 
Commerce as to lanes, curves, access, 
crossings, service areas, materials, etc. 

The law does not compel any state 
to build any road; it merely establishes 
a method whereby each state can ob- 
tain from Federal taxes a portion of 
the cost of the roads which the map 
shows that state probably will wish to 
build within the next 13 years. 

The locating of roads of all sizes 
always has involved the abandonment 
of portions of old roads or their reclas- 
sification. The Federal Highway Pro- 
gram, being a large and comprehen- 
sive undertaking, will involve more of 
the same. In congested areas the ex- 
pense of widening a busy road may 
make the building of a new road more 
feasible for through traffic. 

An interviewer asked Mr. Curtiss 
“Many investors have a lot of money 
in those roads, and the question is 
whether their investments may be 
jeopardized.” 

He replied, “Not a chance. That’s 
the reason for the provision in the 


bill which says that toll roads can be 
integrated into the system. We will 
have only one highway facility be- 
tween control points on this Interstate 
System and, as long as there is a toll 
road that is adequate, it would be 
foolish to spend any further public 
money on a parallel facility that would 
duplicate or put out of business a use- 
ful toll road.” 

As to whether or not new toll roads 
will be built there is a difference of 
opinion. Naturally motorists prefer 
free roads. From now on the proposal 
to build a new toll road probably will 
result, in most cases, in immediate 
pressure on the state highway depart- 
ment to build a free road with 90 per 
cent Federal aid. 

Because funds from the Highway 
Trust Fund will be available only 
year by year, it may be that some toll 
roads will be built, to meet an urgent 
need of traffic relief. 

Or reasons cited by the counsel of 
the Maine Turnpike Authority may 
prevail. In discussing the proposal that 
the state build a free road, instead of 
the planned extension of the turnpike, 
from Augusta to Bangor, George Var- 
ney contended the people of Maine 
would save money if the route to Ban- 
gor were built as a toll project. Al- 
though the Federal Government would 
put up 90 per cent of the cost of a 
free road, he pointed out that the state 
would have to provide the rest. If the 
project cost $70,000,000 the state’s 
share would be $7,000,000. 
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This state money, Varney pointed 
out, would have to come out of reve- 
nues from gasoline taxes and motor 
vehicle registrations, which are paid 
by people all over the state whether or 
not they use the road. In addition, 
the state would have to pay the $500,- 
000 or so annual maintenance costs. 

But if the new road were built as 
an extension of the turnpike, he said, 
the state would have to pay nothing 
for its construction or maintenance, at 
least not until the bonds were retired. 
Then, the state, if it so decided could 
keep the tolls in force and get all the 
revenue, which might be as much as 
$20,000,000 a year. 

“Meanwhile,” Varney said, “the 
road would be paid for by its users, 
of which at least half would be from 
out of the state. 

Varney doesn’t suggest the state re- 
ject any of the Federal aid, but he 
feels the money could be better spent 
on other routes. 

It is possible that the Florida Turn- 
pike may be extended from Fort 
Pierce to Jacksonville because it is 
estimated that about 80 per cent of 
the toll-payers will be visitors. 

Many, probably most, of the 3,200 
miles of toll roads in operation or 
under construction are parts of the 
interstate network from the driver’s 
point of view. And it is expected that 
some states will try to have their toll 
roads declared eligible to become free 
roads, with the Federal Highway Fund 
supplying 90 per cent of the money 

















necessary to pay off the bonds, of 
which about $4.1 billion are outstand- 
ing. A report on the subject is to be 
submitted to Congress in January, 
1958. Of course, nothing but local 
popularity for a few congressmen 
would be gained by making the turn- 
pikes free. They already are operating 
units in no need of Federal encourage- 
ment. 

The program map shows that all 
the important turnpikes, except West 
Virginia, are parts of the interstate 
plan, but that does not make them 
parts of the system. The law does pro- 
vide that the Secretary of Commerce 
may approve, as part of the Interstate 
System, any toll road, bridge, or tun- 
nel which meets the standards of the 
Interstate System. 

Approval of such existing facilities 
does not imply any possibility of get- 
ting Federal aid to pay their cost, but 
Federal funds can be secured under 
specified conditions to build ap- 
proaches to them—which might in- 
duce greater use of the toll facility. 


There will be plenty of time be- 
tween now and January, 1958 to dis- 
cuss all angles of the toll or free pike 
question. One authority believes that 
certain corridor states (Connecticut, 
New Jersey, Delaware, and Maryland, 
for example) where a considerable 
part of bridge and/or turnpike reve- 
nues is derived from out-of-state driv- 
ers, very logically might prefer to 
maintain tolls rather than accept re- 
imbursement proposals. 

The road, bridge, and tunnel Au- 
thorities themselves may be averse to 
extinction. Most of the state laws cre- 
ating them or permitting their crea- 
tion, provide that the facility shall or 
may become part of the state highway 
system after its bonds and other debt 
have been paid off. 

Not many Authority officials have 
been heard from but Paul Heffernan 
of New York said, “It is likely that 
certain toll expressways will continue 
in business along present lines, regard- 
less of the Federal program.” In New 
Jersey, Paul L. Troast, Chairman of 





oe oe ee oe 
~ 


t 
| 


ANTONIO GAL 





’ wy 


LAREDO 


the Turnpike Authority, is against 
making the turnpike a freeway when 
its bonds are paid off. 

“At the present rate of earnings,” 
he said, “the bonds could be paid off 
in 15 years instead of 35 years as first 
planned. About 75 per cent of the toll 
revenue comes from traffic originating 
from out of the state, and the turn- 
pike officials are unwilling to pass up 
this revenue once there is no need of 
it to pay off bonds.” 

The Federal Highway Program is 
not involved with anything so fixed 
as a constitutional provision or a Su- 
preme Court decision, nor anything so 
controversial as an addition to the 
national debt. It is a matter of law, 
taxes, and politics. With billions to be 
spent and every mile of road local to 
some Congressman, the program is 
bound to be a perennial topic of dis- 
cussion. 

The law itself provides, and very 
wisely, for frequent reports of progress 
and revised estimates of costs in 1958, 
1962, 1966, 1967, 1968. It is only to 


NATIONAL SYSTEM OF INTERSTATE HIGHWAYS 


Exactly what this vast new highway network will look like 15 years from now can’t be accurately determined but the experts 
are thinking in terms of this set-up as a starter. All toll roads except the one in West Virginia are included. 
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be expected that additional mileage 


will be added as the program pro- 
ceeds.* 
Under the old Federal-Aid-Highway 


acts $875.000,000 was available to the 


states during the fiscal year ended 
June 30, 1956. In the present fiscal 
year ending June 30, 1957 the sum 


will be $2 billion According to present 
plans the figure will rise to around $3 
billion a year and then decline toward 
the end of the program 

Estimates of expenditures this year 
on all sorts of roads and streets, in- 


cluding Federal, state, and _ local 


money, range from $5.2 billion to $5.5 
Mr. Curtiss thinks it possible, and no 
a better quesser, that 


one should be 


five from now the enormous 


total of $8 billion a year may be spent 


years 


for construction of roads and streets 


of all kinds, with an additional $4 bil- 
lion necessary for maintenance 

It will take some months to get the 
increased sums flowing from the High- 
way Trust Fund to the state treasuries, 


to the road building companies, to 


their workers, to the supermarkets, but 


it will be a mighty and _ swelling 


stream of buying power for years to 
come 
built in 


Presumably the mileage 


every state will be greater than it 


without the new 
But the 
not be 


would have been 


Federal 


share of the 


Highway Program. 


state’s cost may 


much more than it would have had 


to lay out had there been no increase 
in Federal-aid. 


The program, trying to plan 1% 


*Some worrying about all these toll 
roads and what will happen to them They need 
not, say officials. Roads built under the new pro- 
gram will not divert trafic from state-built toll 
roads, and may actually increase their load. There 
s no intention of building any routes paralleling a 
toll road which until 1975 will adequately serve 
the traflic needs of the area through which it runs 


people are 


The legislation authorizing the new highway pro- 
gram permits the integration of suitable toll roads 
nto the 41,000-mile system, and also permits the 
construction of roads leading into toll roads under 
certain conditions. Principal conditions are that 
the section of toll road to which a newly-con- 


structed road leads must be one that will later 
become free to the public upon liquidation of its 
bonds, and that there are adequate free roads 


svailable for motorists who wish to bypass a toll 
road that has brought into the interstate 
system 


been 


The Commerce Department will submit to Con- 
January, 1958, a study which will permit 
Congress to determine whether the Federal Gov- 
ernment should reimburse states for the construc- 
August 1947, and June, 1957. of 
toll roads or free roads incorporated into the new 
+1. 000-mile system 


“ress by 


tion between 


Although most of the spending on the new high- 
way program will not actually get underway until 
after January 1, the Government estimated the 
nation this year will spend more on highways than 
n the two previous years 


of $8.2 billion for all highway 
by $800 million and 1954 


The 1956 estimate 
purposes tops last year 
by $1.7 billion 

The new $8.2 billion spending estimate for this 
year includes about $5.5 billion for actual con- 
struction of streets and roads. This is an increase 
of $600 million over the 1955 figure 
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years ahead, discloses startling figures, 
and calls upon state highway depart- 
ments to realize that, as Mr. Curtiss 
says, “We are using roads that were 
built for the Model T for today’s 300- 
horse power motors.” State expendi- 
tures for highways will be increased 
but, if Congress had done nothing, 
they still would have increased in the 
years immediately ahead. 

Existing highways might be ade- 
quate if the recent rate of population 
growth were reversed, factory capac- 
lowered, and 


ity decreased, wages 


spending of every kind curtailed. With 
every indicator pointing in the oppo- 
site direction, the building of more 
roads is hardly a matter of choice. 

The inevitable relationship between 
Gross National Product (the value of 
all goods and services) and tons trans- 
ported is made clear by a tabulation. 

This table reveals a constant rela- 
tionship between wealth produced and 
transportation consumed. Every dollar 
of Gross National Product appears to 
be matched by an almost fixed num- 
ber of ton-miles. 
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REMOVE THE STRAIGHT JACKET FROM VA AND FHA RATES 


Y NOW, every mortgage man is acutely aware 

of the far reaching changes which have 
occurred in the money markets this year. For most 
of us, these developments represent the most dras- 
tic change of direction for credit we have ever 
experienced. This higher level of interest rates is 
affecting every form of credit except FHA and 
VA loans—and these represent the only area which 
has not been touched. 

We have just had, it is true, an action on the 
part of the government to channel more funds into 
the home building and mortgage fields, a move 
designated as an effort to provide these areas with 
their proper share of the available investment 
capital. While I respect the 
judgment of the governmental 
authorities who have these 
activities under their direction, 
I do not believe these are the 
right moves. The slight de- 
crease in the FHA down pay- 
ment, reduction of the FNMA 
stock purchase requirement 
and the slight increase in the 
FNMA advance commitment 
price will not, in my opinion, direct much, if any, 





Lindell Peterson 


new money to our fields. 


It has seemed to me—and I am sure there must 
be general agreement on this score—that the time 
has certainly arrived when there can be no longer 
any valid argument for continuing the subsidized, 
below-market rates for FHA-VA loans. Under 
conditions of the moment, and those likely to pre- 
vail for some time to come, there seems no pros- 
pect whatever that the present frozen rate of 41 
per cent will permit a par market for these loans. 

We have long argued for flexible interest rates; 
now, we have every argument on our side. Accord- 
ingly, I have addressed a letter to every member 
of the Congress. I believe MBA members will want 
to review what I said. I also released a public 
statement to the press emphasizing the same points 
and I will continue to stress the urgent need for 
action in this matter. My letter to the Senators 
and members of the House read as follows: 


Dear Senator: 

The great changes which our nation is experi- 
encing today in its monetary affairs and credit 
structure are of the greatest importance if we are 
to avoid inflationary influences and a serious set- 
back in home construction. These developments 
offer an additional opportunity to renew the sug- 
gestion which our industry has made in the past, 
namely, that the FHA and VA mortgage interest 
rates should be completely freed from rigid govern- 
ment control so they may seek their economic level 
on a traditional supply and demand basis. 

It is a fact that the price of every kind of credit 
in this country is free to move in our free economy 
according to supply and demand—except FHA 
and VA mortgage interest rates which remain 
frozen at a rigid 44% per cent. Demands for money 
have increased greatly in the past two years and 
rates have advanced substantially, particularly dur- 
ing 1956, with the result that building and the 
home financing field, upon which so much of our 
economic well-being depends, face the most serious 
consequences in more than two decades. The reason 
is simple enough: Prices for every type of credit ex- 
cept FHA and VA mortgages have advanced to 
such an extent that these mortgages are no longer 
very attractive to institutional investors. FHA and 
VA mortgages made so far this year show substan- 
tial declines from a year ago, but what is of more 
significance is the possibility of far greater declines 
in the future. Both depend upon funds from pri- 
vate investors who, more and more, cannot justify 
investment in them because the return is so much 
less than can be obtained from other investment 
media. These investors have an obligation to their 
depositors and their policyholders which they must 
meet. 

This industry proposes that the FHA and VA 
interest rates be freed entirely from rigid control 
to seek an economic level. The FHA rates could 
be raised immediately by agency order. We further 
believe that this action should be taken now when 
the need is pressing and before the situation be- 
comes acute. When these rates were raised to 44% 
per cent, the action had long been overdue and 
relatively little was accomplished. 

The uneconomic FHA and VA rates have occa- 
sioned the discount system whereby investors, 
unable to justify investment of funds at sub-market 

(Continued on next page) 
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rates, have been forced to purchase loans at vary- 
ing prices below par. The system is attractive to 
no one, most of all to investors; but one thing can 
be said for it: it has made it possible for private 
funds to continue to flow into the FHA and VA 
mortgage fields while without it, they could not 
The possible objections to our sug- 
carefully. 


have done so. 
gestion should, of course, be examined 
As for freeing the FHA rate, there would seem to 
be no obstacle. FHA is probably the most success- 
ful of all government agencies established in the 
past quarter century successful as a government 
effort, successful as a mutual government and pri- 
vate enterprise venture and successful from the 
standpoint of an American business. It has per- 
formed a veritable miracle for our industry in 
modernized lending procedures and 
home planning and design. There can be no logi- 


mortgage 


cal reason why the taxpayers should subsidize its 
operations in any way through a subsidized inter- 
est rate considerably below market levels—par- 
ticularly after the record it has made. 

As for VA, apparently the only objection ever 
made to freeing the rate has been the idea that 
the benefits accruing to veterans from the G.I. Bill 
of Rights represent advantages which Congress 
wanted veterans to have and a subsidized rate was 
one of them. Actually today, and in other periods 
of recent times, this has had exactly the opposite 
effect because it certainly is no advantage for a 
veteran to have a below-market rate if he can get 
no financing for his home. 

Freeing the FHA and VA rates now would put 
these two systems back into business on a normal 
basis, the basis upon which the Congress and the 
Government want them to operate. Actually, the 
increase would be nominal, not enough to deter 
any home buyer or veteran from proceeding with 
whatever plans he may have, but sufficient to again 
attract a flow of investment funds on a fair and 
honest basis. 

If no action is taken and taken promptly, I fear 
that the consequences may be serious. Money is 
being severely restricted to avoid inflation and 
with that general policy I agree. The area of most 
severe restraint is in the home mortgage field 
which vitally affects new construction where de- 
mand remains high and where we cannot afford 
a drastic curtailment. The device for ending the 
conditions that exist now, and the far more serious 
conditions likely to prevail, is the simple expedient 
of freeing these FHA and VA rates to benefit 
homebuyers and veterans and thus make a vital 
contribution to financial stability. 

It is my earnest hope that you will give the 
suggestion careful consideration. 

Sincerely 
Lindell Peterson 


Reaction to my letter to members of Congress 
occurred sooner than I expected—and exceeded 
my expectations. There were some surprises in the 
nearly 200 letters I received within two or three 
days after mailing, the principal one being that 
some members are certainly not too well informed 
regarding the FHA and VA operations. As could 
be expected, those who replied in the negative 
were more vocal than those who agreed with us. 

Sifting through these replies, it will be noted 
that Senator William F. Knowland of California 
said “It is my intention to go further into the 
situation”; Senator Ralph E. Flanders of Vermont 
said “I am in complete agreement with the point 
of view expressed”; Senator Harry F. Byrd of Vir- 
ginia declared he would “Look into this matter 
and see what can be done.” Senator Clifford P. 
Case of New Jersey likewise said he was going to 
FHA and VA with this proposal. 


Many members of the House indicated that this 
problem has not been overlooked. For instance, 
Representative Marguerite Stitt Church of Illinois 
said “Not only am I personally very much aware 
of this problem, but I also know that the situation 
is being discussed at a high policy level in Wash- 
ington at this time, in an effort to determine the 
answer to the tight mortgage money market.” 


Representative Omar Burleson of Texas said 
“You, being an expert in this field, I am confident 
your suggestions are practical and sound. I am 
confident, too, that they have been brought before 
the proper authorities for consideration. I am 
glad to have the explanations your letter brings— 
this is something on which I can use lots of advice 

and I will do all I can to be helpful.” 


Representative Hugh Alexander of North Caro- 
lina said “I agree with you that the FHA and VA 
interest rates have had disadvantages for veterans 
desirous of purchasing homes since, in most in- 
stances, they have not been able to get financing 
at the prevailing rates of interest.” 


Representative James G. Fulton of Pennsylvania 
said he was calling the matter to the attention of 
his colleagues in the Pennsylvania delegation of 
the House. 


Representative Gardner R. Withrow of Wiscon- 
sin agrees with us, saying “I do feel that FHA and 
VA mortgage interest rates should be freed from 
rigid governmental control so that the traditional 
principle of supply and demand be allowed to 


prevail.” 
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Representative Joel T. Broyhill of Virginia ex- 
pressed a similar view, saying “As a former 
builder, I am well aware of the difficulties now 
being experienced with the VA and FHA mort- 
gage interest rates. You may count on my active 
efforts toward corrective measures and I am very 
grateful for your comments and suggestions.” 

But, as is perfectly understandable to anyone 
who has followed the activities on the national 
scene during these past two decades, there are 
many in high places who have given this matter 
careful and considered thought and who do not 
go along with us in our quest for flexible interest 
rates. One of them is the distinguished Chairman 
of the House Committee on Banking and Cur- 
rency, Brent Spence, who wrote “In view of the 
Government’s contingent exposure to risk on 
these programs, the Congress has consistently 
taken the position that there should be a limitation 
on the interest rates permitted in an attempt to 
pass the benefits on through to the buyer. 

“As you doubtless know, there is ample author- 
ity in the FHA law for adjustment of interest 
rates. Section 203 (b) (5), relating to home mort- 
gages, permits an interest rate up to 5 per cent or 
if the Commissioner finds that it is necessary to 
meet the mortgage market, even up to 6 per cent. 
With respect to VA guaranteed mortgages, the 
Statutory rate is a maximum of 4¥ per cent. 
However, unless the FHA should see fit to exer- 
cise its discretionary authority to allow a higher 
interest rate on FHA insured home mortgages, I 
would think that it would be extremely difficult to 
get the Congress to raise the ceiling on the interest 
rate on VA mortgages.” 

Another is Representative Olin E. Teague, 
Chairman of the House Committee on Veterans’ 
Affairs. Congressman Teague said in part: 

“I realize that money is a commodity and one 
must pay for the use of this commodity; however, 
I think that the payments should be in the nature 
of interest rates and that the rates should be con- 
trolled in order to prevent inflation and placing 
the ‘price’ of money entirely beyond the reach of 
the average home buyer. 

“I am sure that there is a solution to the present 
scarcity of mortgage money and I am just as sure 
that the solution to it is not completely freeing the 
interest rates from Government control, as recom- 
mended by your Association. This matter is, and 
has been, under constant study, for some time, by 
the Committee; and I would welcome any sugges- 
tions that your Association might have regarding 


a workable and practical solution to eliminate the 
‘hard money’ policy that is now causing a decline 
in the construction field and prohibiting veterans 
from obtaining a home with assistance of a VA 
loan. Until such a solution is found, I can assure 
you that the freeing of the interest rate on vet- 
erans’ loans will not receive favorable considera- 
tion by my Committee.” 

In the Upper House, Senator Hubert H. Humph- 
rey of Minnesota expressed his gratitude for re- 
ceiving our views, but indicated that it was likely 
his own would not parallel our own. 

Another thoughtful letter was received from 
Senator Pat McNamara of the Committee on La- 
bor and Public Welfare. Senator McNamara said 
in part: 

“As you probably know, the Servicemen’s Re- 
adjustment Act of 1944 was amended in 1949 to 
allow the Administrator of Veterans Affairs, with 
the consent of the Secretary of the Treasury, to 
raise interest rates on G.I. home loans from 4 per 
cent to 44% per cent if it was felt that the low 
interest rate of 4 per cent was seriously curtailing 
or handicapping the program. However, the rate 
was not increased to 4% per cent until May 5, 
1953. 

“These figures (Senator McNamara cited the 
number of VA applications and loans processed, 
1950 through 1956) also show that the VA pro- 
gram is not being seriously jeopardized by any 
policy of a rigid 44% per cent interest rate. More- 
over, should there be an appreciable slackening in 
the VA program, a reasonable explanation might 
be that the needs of veterans, insofar as they relate 
to adequate housing, are being taken care of. 

“In closing I can assure you, that the sugges- 
tions in your letter of September 10, 1956 will be 
given most careful study and consideration.” 

I hope every member will agree that this matter 
is pressing and will use whatever influence and 
effort at his command to see that an early decision 
is taken. Regardless of whatever feelings we may 
have, FHA and VA represent roughly 60 per cent 
of our volume at this time. If investors cannot 
buy these loans, there is certain to develop a crisis 
of no little proportions in the home building fields. 


PRESIDENT 


Mortgage Bankers Association of America 
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Techniques in Making Loans for 
Lanp PurcHAses—LAND IMPROVEMENTS 


Or: of the major problems facing 
builders, both large and small 
operators, is the decreasing supply of 
well-located land for housing develop- 
ments and the increasing cost of both 
the land and its improvement. In 
seeking financial help for these opera- 
tions, the builders have turned in part 
to the mortgage banker, either to ob- 
tain direct loans from him or to secure 
his help 
available to the mortgage banker. The 
MBA Research Committee has studied 
methods followed in actual loans, has 


through financial sources 


discussed the problem within our in- 
dustry and presents this information 
in order to bring to you a few thoughts 
on one of the new and difficult prob- 
lems in our business. 
Of major proportions is the decision 
whether or not to make any of these 
loans. The ghosts of former sub- 
divisions in the late twenties and early 
thirties, unused for years and many 
turned in on tax foreclosures, haunts 
the memory. Loans on vacant land 
are definitely high-risk loans and must 
be so recognized. To safeguard these 
investments by every possible means is 
a necessity. 
One firm made a loan to a builder 
of $100,000 and set it up as follows: 
>> The loan was 40 percent of the 
actual market value of the land. 

>> The builder owned the land clear 
and the loan was for the purpose 
of land improvement. Proceeds 
were paid out to the contractors 
during the installation of streets, 
water and sewer. 


>> A completion bond was required 
to insure that the improvements 
could and would be installed. 

>> The builder of the houses signed 
the loan personally and _ this 
guarantee was of real value. 

>> A mortgage on the entire prop- 
erty was taken as security. Re- 
lease clauses on individual lots 
were given, but these provided 
that the entire loan would be 
paid off when 60 per cent of the 
lots were taken up. 

>> A careful check was made of the 
sales market for the houses to 
be built, of the ability of the 
builder to complete the houses, 
and that mortgage commitments 
were obtained for the project. 

>> The interest rate was 6 per cent 
and the commission was 2 per 
cent. The term of the loan was 
two years. 

>? A contract to sell all of the houses 
in the subdivision was obtained 
from the builder. 

This was a very successful deal for 
the company making the loan and it 
was paid off in 14 months. 

Many mortgage companies do not 
have free capital available for such 
loans. Several of them have organized 
syndicates to purchase land and sell 
it to builders. One such operation was 
on this basis. The land was purchased, 
400 acres, and it was then offered to 
twenty-five small builders. Sixteen of 
these signed contracts to buy the land 
in varying amounts. Their contracts 


provided that they would put in the 
improvements, streets and water (as 
septic tanks were to be used). It also 
stipulated the types and cost range of 
the houses to be built. This gave a 
character to the entire subdivision, 
which was, to a considerable degree, 
responsible for its success. The com- 
pany organizing the syndicate ob- 
tained contracts for the making of 
mortgages and selling of the houses. 
The members of the syndicate ob- 
tained profits of about 68 per cent 
on their investment, and the period of 
the entire investment was about two 
years. One of the important contribu- 
tions by the syndicate was an excellent 
land-planning job and _ establishing 
proper cost and architectural stand- 
ards for the houses. The proof of 
this was the excellent reception by 
the public, for over half of the lots 
were sold in 90 days. 

This deal is of particular interest 
for none of these builders was large 
enough or had sufficient capital to 
buy the land, yet they obtained land 
for their building operation in a well- 
planned, well-located subdivision. It 
was a successful deal for the syndicate 
members, the builders and the mort- 
gage company. 

Other sources for loans for land im- 
provements have been title companies, 
private investment companies or 
groups of individuals, material sup- 
pliers and a few insurance companies. 
Mortgage bankers have helped their 
builders through such contacts and 
the availability of these sources vary 


The MBA Research Committee has been engaged in a number of research projects 


this vear. 


In this one, their efforts have been directed to a relatively little 


understood aspect of our business and one in which a variety of methods have been used. Chair- 


man of the Committee this year was Robert H. Pease of Chicago. The sub-committee of the 


Research Committee which looked into this question of loans for land improvements and land 


purchases was headed by Edward F. Lambrecht of Detroit, chairman, and included 


4. J. Earling of Milwaukee and Lewis Grinnan, Jr. of Dallas. 
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greatly in various section of the coun- 
try. Loans from these outlets follow 
the general pattern set up earlier in 
this article although some of them 
have been less restrictive and have 
been for as much as 50 per cent of 
the land value. Some of the deals by 
these sources have been on the basis 
of participating in the profits of the 
builder. The land was provided and 
the improvements were installed, then 
the builder gave up 40 per cent or 50 
per cent of the profit from the sale 
of houses. This is more of a partner- 
ship in a building operation than 
actually loaning money for land cost 
or land improvement. 

Under present conditions of a tight 
money market, these loans will be dif- 
ficult to obtain. Advance mortgage 
commitments for projects are both 
necessary and difficult. Exact costs for 
land improvements must be carefully 
checked and firm bids from respon- 
sible parties for streets, water and 
have to be obtained. The 
syndicate method of operation has 
much to recommend it and is being 
increasingly used. Many mortgage 
firms are placing greater emphasis on 
land-planning and architectural re- 
strictions, for with the housing market 
becoming more competitive every day 
the sub-divisions which are selling best 
are those with this kind of advance 
planning. Not only does this work 
meet with success with the home buy- 
ing public, but is particularly well re- 
ceived by the life insurance companies 
in making mortgage purchases. 

Relatively few mortgage bankers 
are presently engaged in these types of 
financing. It is a function that many 
firms are not yet prepared to perform, 
yet the need for assistance by builders, 
the control over the quality of the de- 
velopment which it gives, the added 
profit from increased mortgage and 
sales business, are causing many mort- 
gage firms to study and examine the 
problem. 


sewers 


>> Another Record High: Aggregate 
assets of the more than 1,000 U. S. 
life insurance companies increased 
$2,609,000,000 during the first six 
months of this year, the Institute of 
Life Insurance reports. Total assets 
of the nation’s life companies on June 
30 were $92,876,000,000. 

“The asset increase of $2,609,000,- 
000 since the start of this year repre- 
sents that much new capital funds 


available for investment in the na- 
tional economy, but even that total is 
not adequate in relation to the capital 
needs of the nation,” said Holgar J. 
Johnson, Institute president. 
Actually, new investments made by 
the life companies in the first six 
months totaled $9,150,000,000, due to 
the large volume of funds becoming 
available for reinvestment from ma- 
turities, amortization, refinancing, 
“roll-over” and sales of old invest- 
ments. This was $130,000,000 more 
than in the corresponding period a 
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The 1956 FISCAL YEAR, which ended May 31, 1956, was 


the best in the history of Stockton, Whatley, Davin & 
Company, with total income up 14% and net income 
showing an 8%, improvement. At the close of the fiscal 
year, mortgage loans being serviced exceeded a quar- 
ter of a billion dollars, reaching a new high. Stock- 
holders’ equity was also at a record peak. 

A copy of our 1956 Annual Report may be 


A complete range of Real Cotate, 
Mortgage Loan and 
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stl LO nattey, 


 ; ae & COMPANY 


100 WEST BAY STREET 
JACKSONVILLE 2, FLORIDA 





year ago. 

Mortgages accounted for the larg- 
est single block of new investments, 
acquisitions in the six months totaling 
$3,446,000,000 or $344,000,000 more 
than a year ago. Mortgage hold- 
ings on June 30 were $31,284,000,000, 
more than one-third of total assets. 

Corporate securities acquired by 
the life companies in the first half of 
1956 totaled $2,910,000,000, some 
$600,000,000 more than a year ago. 
Holdings of such securities on June 
30 were $39,963,000,000. 


obtained upon request. Not only does it 
report the results for the year, but it 
provides an interesting and useful guide 
to the Company's diversified activities 
throughout Florida in the fields of mort- 
gage loans, mortgage servicing, real 
estate development, real estate sales, 
real estate management and insurance. 
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This Simple Factor Chart Has Speeded 
Up Our Mortgage Posting Operation 


By FRANK C. HAAS 


Manager, Mortgage Services, 


Investors Diversified Services, Inc., Minneapolis 


W: SIMPLIFIED our mortgage 
posting operations when we 
turned to the use of loan interest fac- 
tor charts in May of this year. Setting 
aside the bulky amortization schedules 
in favor of the new abbreviated charts 
has not only speeded our posting op- 
erations considerably and helped em- 
ployee morale, but stands to save us 
a minimum of four times our invest- 
ment in modifying our machines by 
the end of the first twelve months. 


Our company conducts one of the 
largest mortgage servicing businesses 
in the United States. Our mortgage 
division has offices in principal cities 
throughout the 
country and han- 
dles some 69,000 
mortgage loans to- 
taling $523,000,- 
000. It is now 
servicing mort- 
gages for subsidi- 
aries of IDS and 
25 other leading 
banking institu- 
tions and insurance companies. 





‘5 


Frank C. Haas 


Adoption of pre-calculated interest 
factor charts came only after con- 
siderable study of our procedures and 
a review of the goal we sought in our 
mortgage servicing. It marked the end 
of the use of amortization schedules 
in our posting operations. And it also 
marked the beginning of more ef- 
ficient posting with less clerical help. 

Actually, there are several methods 
of computing interest. Even amortiza- 
tion schedules are not always abso- 
lutely correct and variances of sev- 
often depending 


eral cents occur, 
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upon the method used. With this in 
mind, we explored other procedures of 
using pre-calculated interest to arrive 
at a single system that would provide 
both speed and the narrowest margin 
of interest error. We decided upon 
using the charts recently developed by 
the Burroughs Corporation. We in- 
formed the firms holding the mort- 
gages we service and outlined our 
position to them. Satisfied with the 
degree of accuracy of the interest 
factor chart, they approved our use 
of the new system. 

Minor machine alterations to our 
24 Burroughs Sensimatic accounting 
machines used in our branch offices 
immediately paved the way to the 
start of our new methods. The system 
paralleled our former operations and 
reduced the amount of work for ma- 
chine operators. Incidentally, no op- 





How it’s done: a girl posts mortgage pay- 
ments on the accounting machine, using the 
interest factor method of computing inter- 
est payments. 


1956 


erator training was necessary in the 
change of procedures. 

These pre-calculated interest factor 
tables show the amount of interest 
reduction for any amount of principal 
reduction under any given mortgage 
classification, whether it be VA, FHA 
or conventional. The interest reduc- 
tion factor for any one principal re- 
duction range normally applies for 
several payments. Actually, only one 
or two factors are noted on the ledger 
heading range on the top of the ledger 
card to provide for the maximum 
number of payments entered on one 
side of the ledger. 

Formerly, when an operator posted 
a payment, she would have to search 
first through the applicable amortiza- 
tion schedule to find the amount of 
interest due on the next month’s pay- 
ment or check the top of the ledger 
card where twenty-four month sched- 
ules were handwritten from the com- 
plete schedules. Now an operator only 
has to note the amount of the inter- 
est factor written on the top of the 
ledger for the several months of the 
principal reduction range and enter 
it into the machine. The machine 
automatically computes and _ prints 
the principal payment and completes 
the posting within seconds. As a by- 
product of this operation, the collec- 
tion reports are also produced so that 
each line of posting represents an ex- 
act copy of a corresponding line on 
the ledger. The complete posting, 
then, includes indexing the mortgage 
loan number, payment number and 
month paid. By entering the last 
month’s principal, total payment, in- 
terest for last month and the interest 
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factor, the amount of this month’s in- 
terest, principal payment and new 
principal balance are automatically 
calculated and printed by the Bur- 
roughs machine. By picking up last 
month’s balance of escrow deposits 
for taxes and insurance and entering 
this month’s deposit, the balance on 
escrow deposit is provided. Each line 
of posting is proven as it is made, and 
the total of all payments is printed on 
a journal. 

Thus, there is no separate interest 
calculation to be made, no tedious 
writing of month-by-month amortiza- 
tion of interest on the ledger card. We 
have been able to continue using the 
same ledger cards maintained under 
our former system. Operator speed is 
increased because the system is so sim- 
ple—a point that alone has reduced 
errors in the posting of interest. 

We know that the tables are effi- 
cient on mortgages up to $20,000 and 
there is no reason to believe that they 
would not be applicable on mortgages 
as high as $50,000. Here again, the 
simplicity of the change in systems 
still enables us to revert to the use of 
amortization schedules in special in- 
stances. 

It is still too early to predict ac- 
curately the total savings of the new 
plan and the reduction in personnel 
we will be able to effect, but we be- 
lieve that savings of several thousand 
dollars the first year can be made. We 
look forward, however, to a much 
greater reduction in costs by the end 
of the year. 

Simplification, without sacrificing 
accuracy, is the goal of any mortgage 
servicing procedure. We believe that 
the introduction of the interest factor 
charts on mortgage accounting is a 
most efficient way of computing in- 
terest and that a system which helps 
the employee complete her job faster 
and with fewer errors cannot help 
but prove of value to mortgage hold- 
ers, mortgage owners and the serv- 
icing company. 


>> U. S. Accounting: An easy way 
for any business to go broke would be 
to adopt Uncle Sam’s system of budg- 
eting and accounting, says the Cham- 
ber of Commerce of the United 
States. Under this system, Congress 
is appropriating money for a single 
year that won’t be spent for some 
time to come. The reason is that so 
many federal expenditures are long- 
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term, stretching over a period of 
years. Foreign aid programs and pur- 
chases of military equipment that 
takes more than a year to design and 
build, are examples. 

Hence, vast sums accumulate in 
the federal departments far in excess 
of a single year’s expenditures. This 
money doesn’t revert to Congress. It 
stays with the departments, beyond 
the control of Congress. 





The figure for these unexpended 
appropriations for the year ending 
June 30, 1956 is estimated at $53.9 
billion. With that kind of money 
clogging up the pipelines of future 
spending, the opportunity for laxness 
and waste is all too tempting, the 
Chamber comments. 

That is why, the Chamber stresses, 
every citizen should support legisla- 
tion based on the Hoover Commission 
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recommendations and now before 
Congress, to require government 
agencies to prepare budget estimates 
on the basis of a single year’s antici- 
pated needs. At the end of the 
year, any funds not spent would re- 
vert to Congress for reallocation every 
June 30. 

That would end carry-over funds, 
and restore control of the vast federal 
budget to Congress, where it belongs. 
Congress could still authorize long- 
term projects, appropriating what 
would be needed from year to year. 

The Hoover Commission estimated 
that this single step toward govern- 
ment economy would save $4 billion 
every year. 


>»? Life Company Growth: American 
families are apparently making 1956 
a good thrift year, if the purchase 
of new life insurance and increase in 
its aggregate ownership are any cri- 
terion. Average life insurance per 
family at mid-year was estimated at 
$7,200, up $300 from January 1. 

Purchase of new life insurance of 
$25,100,000,000 during the first six 
months of this year, brought the ag- 
gregate amount of this form of fam- 
ily financial protection to a record 
$393,000,000,000 on more than 103.- 
000,000 people at mid-year. This was 
over $20,000,000,000 greater than at 
the start of the year. The $400,000.- 
000,000 mark of life insurance in force 
will probably be passed before the 
end of September. 

The six-month purchases are $1,- 
650,000,000 greater than a year ago 
and are nearly two and one-half 
times the purchases in the correspond- 
ing period ten years ago. This would 
indicate that 1956 purchases may ex- 
ceed $50,000.000,000. 


Benefits paid to American families 
under their life insurance policies are 
estimated to have reached about $16,- 
000,000 daily in the first six months. 
Ten years ago, benefit payments aver- 
aged $7,912,000 daily. The six-month 
benefit total was approximately $2,- 
920,000,000, some $220,000,000 more 
than a year ago and more than twice 
the total in 1946. 


Aggregate funds accumulated to 
guarantee future policy payments in- 
creased in the first six months to 
nearly $900 per policyholder, adding 
up to an estimated $93,000,000,000 


on June 30, this being the total assets 
of the more than 1,000 life insurance 
companies of the country. This figure 
reflected an increase of over $2,700,- 
000,000 over the January | total, rep- 
resenting that amount of new capital 
funds made available for the capital 
needs of the economy. As a matter 
of fact, adding the funds available 
for reinvestment, from maturities, re- 
fundings, “rollover,” or sales of previ- 
ous investments, about $9,300,000,000 
was available for investment by these 
life insurance policyholder dollars in 
the first half of this year. 

Life insurance dollars did their big- 
gest job of mortgage financing on 
record in the first half of this year, 
an estimated $3,500,000,000 of new 
mortgages being financed by life in- 
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surance, with total investment in this 
field now running about $31,300,000,- 
000. A year ago, mortgage acquisi- 
tions totaled $3,102,000,000 in the 
first six months and ten years ago 
only $685,000,000. The greater part 
of this mortgage investment of the 
life companies is in housing. 

Life insurance investments in busi- 
ness and industry also increased mate- 
rially in the first half of this year. 
Corporate securities acquired by the 
life companies totaled more than $3,- 
100,000,000, some $790,000,000 more 
than a year ago and nearly two times 
the total ten years ago. This brought 
total holdings of this type to more 
than $40,200,000,000 on June 30 of 
this year, $1,200,000,000 more than at 
the start of the year. 
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The Continuing Boom 


in 


the Price of Farm Land 


VERAGE prices of farm land rose 
f to a new all-time high between 
November 1, 1955 and March 1, 
1956*. Yet prices of farm products 
during this four-month interval aver- 
aged the lowest for any November- 
March since 1946. Income from sales 
of farm products at the prevailing 
price level was the lowest since 1950 
for the same four-month period. To 
acquire ownership of land, farmers 
have continued to accumulate mort- 
gage debt. 

What conclusions may safely be 
drawn concerning the current market 
for farm real estate in view of the ap- 
parently inconsistent trends? Are land 
prices too high? Are there factors at 
work, aside from income and prices, 
which are maintaining the optimistic 
tone to the market? Has credit been 
used beyond the limits of sound prac- 
tice to provide money for bidding up 
land prices? 

Data collected in a recent survey by 
the Department of Agriculture may 
serve as a basis for at least some 
partial illumination of these questions. 

Land values have increased at an 
average rate of 6.7 per cent per year 
since 1940. To a farmer who may 
have purchased a 160-acre farm at 
$70 per acre in 1940, the increase in 
valuation would have supplemented 
his capital accumulation at the aver- 
age rate of nearly $1,300 per year 
over the past 16 years. Such a farm, 
previously valued at $11,200, would 
now be worth nearly $32,000. It is not 
valid to dismiss this increase, amount- 
ing to 183 per cent, with the casual 
observation that everything went up 
in price over this period. Average 
wholesale prices went up 117 per cent 
over the same interval; average con- 
sumer prices went up 92 per cent. 

During the War and early postwar 
period until 1948, it was evident why 
land values were rising. Farm prices 
were advancing generally at a com- 
parable rate; farm income was 
stretching to record heights. In the 


‘As reported in the Bulletin of the Federal Re- 
serve Bank of Cleveland. 


1949 recession period, and later dur- 
ing the Korean conflict, land values 
still tended to follow the direction of 
agricultural price trends. During 1952 
and 1953, however, the rate of decline 
in farm prices became decidedly 
greater than the moderate easing of 
land values which was then under 
way. By late 1953, the continuously 
declining farm price level had been 
recognized as a national problem; at 
this point, however, land values again 
turned upward. Thus, commodity 
prices and land values have followed 
divergent paths for over two years. 
Traditional explanations of trends 
in land prices have had to be supple- 
mented since 1953 to account for the 
unexpected strength. One widely of- 
fered explanation cites the fact that, 
with a heavy investment in farm ma- 
chinery, a larger land base is necessary 
in order to reduce costs per unit of 
production through full and efficient 
use of such equipment. This observa- 
tion is lent support by the continued 
upward movement in the proportion 
of land buyers that are already owner- 
operators. It is further noted in this 
connection that bidding is often quite 
active for a parcel of land which 
would make a desirable addition to 
any one of several adjoining farms. 
Another factor to which attention 
has been directed during the past year 
or so is the point that land prices gen- 
erally tend to follow crop prices more 
closely than they follow prices of live- 
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M. P. CRUM COMPANY 


Announces the appointment as Executive Vice-President 


and Manager of the Commercial Loan Department of 


JAMES B. BIDDLE 


Formerly with The Equitable Life Assurance Society 
of the United States 


But it does not mean that farms 
are debt-ridden as was true in the 
early Thirties—prior to 1945 and 

since 1910, there was no year in 
which the ratio of mortgage debt to 
land value was as low as it is now. 


stock and livestock products. Besides 
the fact that price-support programs 
are more applicable to crops than to 
livestock, it is also significant that pro- 
duction efficiency has been stepped 
up at a much sharper pace for crops 
than for livestock; thus, a relatively 
more favorable profit for crops can 
be derived, despite lower prices. 

Another point is that a sizable per- 
ventage of nonfarm people have come 
to look upon farm land as a good in- 
vestment over the long run. The pro- 
portion of nonfarm buyers in the farm 
real estate market is slightly below the 
level of the war and immediate post- 
war years, but is still above that of 
1940 and 1941. 

Demands for land for residential, 
industrial and public facility purposes 
also contribute to the strengthening of 
land prices over most parts of the 
country. Between the Census of Agri- 
culture of 1950 and that of 1955, about 
330,000 acres of lamd were lost from 
farms, a significant part of which was 
taken over for residential and indus- 
trial sites. Besides establishing an in- 
creased value of farmland because of 
location, such a development also re- 
sults in “displaced” farmers with ade- 
quate cash at hand for the purchase 
of other farms. 

All factors considered, the current 
real estate market balances out to a 
situation where owners are often very 
reluctant to sell while, on the other 
hand, prospective buyers seem willing 
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to bid up prices when a matter of only 
a few thousand dollars stands between 
them and a desired tract of land. 


Although some easing of farm mort- 
gage credit terms beginning in 1955 
has been cited as a strengthening fac- 
tor in land values, mortgage debt does 
not seem out of line with historical 
relationships. Outstanding credit se- 
cured by real estate has risen in each 
year of the past decade, with a cumu- 
lative increase of 85 per cent for the 
period. The farm mortgage debt of 
ten years ago was at the lowest level in 
32 years and the present debt load 
was exceeded for 12 consecutive years 
from 1921 through 1932, when the 
value of the nation’s real estate was 
much lower than it is now. 

Farm mortgage indebtedness, when 
related to the value of the nation’s 
farm land, reveals the current situa- 
tion as decidedly more favorable than 
that prior to World War II. Early 
this year, indebtedness was equivalent 
to slightly over 9 per cent of land 
value. In 1940, the ratio was nearly 
20 per cent; it averaged over 20 per 
cent during the 1930’s and most of 
the 1920’s. Prior to 1945 and since 
1910 there was no year in which the 
ratio of mortgage debt to land value 
was as low as it is at the present time. 

Such a favorable comparison of 
debt to land value does not preclude 
the fact that some individuals are 
overextended, nor even that credit 
terms have been extra lenient in some 
instances. With a low ratio of debt 
to land value, however, it does not 
seem likely that excessive leniency in 
credit terms has been a decisive factor 
in the spiraling price of land. 

A survey conducted by the Depart- 
ment of Agriculture late last year re- 
vealed a growing feeling that land 
values are too high. This opinion was 
expressed by 48 per cent of the re- 
spondents, which included local real 
estate dealers, lenders, lawyers, ab- 
stractors, county officials and farmers. 
The proportion of respondents hold- 
ing that opinion ran up to 67 per cent 
in the eastern corn belt. 

The Department of Agriculture 
cites several factors in questioning 
whether present land prices are ade- 
quately supported by prospective long- 
term earnings. In 1955, the rate of 
return on land relative to market 
value was the lowest since 1938, about 
the sare as in 1910-14, and below 


prevailing interest rates on farm mort- 
gages. The Department has also raised 
a question as to whether the future 
pressures of population on land will 
be so great as some people anticipate ; 
it is pointed out that there may be 
some tendency to underestimate the 
effectiveness of new technology in get- 
ting more food from each acre of land. 

It may be noted that if farm land 
is currently overpriced, then the re- 
lationship of debt to land value would 
be correspondingly less favorable than 


indicated above. 

In the final analysis, the current 
farm-land market may be considered 
in terms of individual farms and in- 
dividual farmers. A good farmer on 
good land can produce enough income 
to support a capitalized value above 
today’s average land prices. On the 
other hand, inherently low-quality 
land, priced at the average of today’s 
market, might more than tax the abil- 
ity of the best of farmers to justify 
the investment. 
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Y MAC 


A page sponsored by the Association’s 


Young Men’s Activities Committee 
Byron Christopher Shutz, Kansas City, Chairman 
Cary Whitehead, Memphis, Vice Chairman 


Training the Young Mortgage Banker 


When a capable young businessman enters the mort- 
gage field, he is understandably interested in knowing 
what kind of job training he will receive and, in fact, 
whether his employer has available an intelligent and 
effective program. Proper training has a double-barreled 
usefulness: it helps the young mortgage banker to be of 
greater value to his employer in a shorter period of time; 
and, with carefully planned training and on-the-job 
guidance, a young mortgage banker can work more in- 
telligently towards advancement and greater responsibility. 


O SOME extent the old theory 
‘Ea the employee moving up 
through the ranks with a thorough 
training in all phases of an industry or 
a business has changed in about the 
same way the general practitioner or 
family physician has evolved into the 
specialist of today, particularly in our 
larger cities. Comparing this to a 
modern mortgage business, is a young 
executive with ample experience in 
loan production, investor relations and 
managerial problems — all of which 
are certainly of utmost importance 
as well qualified to head an operation 
or move into a top spot as the man 
who, in addition to these qualifica- 
tions, has worked 
in and spent time 
with other depart- 
ments including 
servicing, collec- 
tions, taxes and 
even personnel? 

It is true that 
top executives, in 
their day-to-day 
dealings,are 
mostly concerned 
with problems of production and in- 
vestor relations, but isn’t it equally 
true that the more successful mort- 
gage operations are headed by men 
with a thorough understanding and 
knowledge of the many problems of 
servicing and its related fields? Some 
will argue that an executive can hire 
qualified personnel to handle any job 
properly, but how will the head of 
the concern know whether or not his 
department heads are doing a top 
notch job if he does not fully under- 





E. C. Greene 


stand the job they are expected to do? 

Probably one of the greatest weak- 
nesses of many apparently successful 
concerns is the lack of experienced 
supervisory personnel in servicing; 
and, in most cases, it wiil be found 
that these concerns are headed by men 
who never have had much experience 
in anything other than production 
and fail to see the need for experi- 
enced personnel in other fields. 

What, then, would be an 
method for starting a young man in a 
thorough round of training? Probably 
a period in the servicing department 
where he could learn the flow of funds 
from the time a payment is made until 
it is remitted to the investor would be 
a good starting point. Included would 
be bank dealings, the set-up of the tax 
and insurance reserves, hazard insur- 
ance requirements and the myriad of 
other servicing problems. Certainly 
some time and training in the collec- 
tion department in the handling of 
delinquent loans is most essential. Per- 
sonal contacts with borrowers. VA 
and FHA processing, as well as liqui- 
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By E. C. GREENE 


The training of younger men entering our industry is 
therefore a subject of mutual interest for both the younger 
men and the heads of mortgage businesses. E. C. Greene, 
a member of YMAC and associated with the Southern 
Trust and Mortgage Company in Dallas, approaches the 
subject from the viewpoint that actual experience in all 
phases of a mortgage business, including servicing, proc- 
essing and conveyance, as well as loan production and 
investor relations should be a requisite of any mortgage 
company’s training program. 


dation are of utmost importance in 
this phase—for every originator well 
knows the investor who is upset about 
an unusually high percentage of de- 
linquency or a troublesome foreclosure 
case and will usually go to one of the 
heads of the company to find the 
trouble! 

The closing and conveyancing de- 
partment would be a logical next step. 
Here many of the legal problems of 
the business are seen from day to day 
and the correct answers to borrowers’ 
and investors’ questions to be encoun- 
tered later will be learned in this 
department. 

From here the move is into produc- 
tion. Processing of applications, credit 
analysis, and submissions to investors 
as well as VA and FHA should pro- 
vide a proper foundation. Outside 
solicitation including appraisal work 
can soon be included. Investor deal- 
ings and the sale of loans in relation 
to current market conditions will fol- 
low automatically once this point is 
reached. 

If it appears the production phase 
has been minimized, it is only to em- 
phasize the importance of not elimi- 
nating the rest of it entirely. Certainly 
nobody will dispute the need for an 
executive to have a thorough training 
in all phases of production. 

As is the case in any discussion of 
a mortgage loan business, practices 
will vary considerably depending on 
the size of the operation. It is felt, 
however, the training suggested herein 
would apply to almost any mortgage 
business with variations due to the 
type and size business being conducted. 
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Meetings Next Year 
Indicate Busy 1957 


This month marks the traditional 
“changing of the guard”—the end 
of one Association administration and 
the inauguration of a new one. First 
announcement of the next 12 months 
in the Association’s affairs and activi- 
ties concerns the program of meetings 
to take place during that period. The 
dates and places are shown on page 
one in the 1957 Calendar. 

A glance will show that anothet 
busy year is ahead with major Mort- 
gage Conferences in Chicago, New 
York and New Orleans and Mortgage 
Clinics in Phoenix and Miami Beach. 
In addition, there will be Senior Ex- 
ecutives Conferences at New York 
University, New York, and Southern 
Methodist University, Dallas. Special 
Mortgage Servicing Clinics, which 
proved so popular and valuable this 
year, will be sponsored in Philadel- 
phia, Los Angeles and St. Louis. The 
School of Mortgage Banking will com- 
plete the heavy schedule with Courses 
I, Il and III again offered at North- 
western University, Chicago and 
Courses I and II at Stanford Univer- 
sity, Stanford, California 

The concluding 1957 event will be 
the 44th annual Convention in Dallas 
and—this may be surprising to some 

preliminary plans for it are already 
well underway. 

Many members have jokingly com- 
mented that if they attended every 
MBA meeting they would be doing 
nothing else. There is an element of 
truth in the observation but in 1957 
the meetings are so arranged that 
members will find it much easier to 
attend more of them than was the 
case previously. 


Jerome Miller Joins 
MBA National Staff 


Jerome Miller has joined the na- 
tional MBA staff in Chicago and has 
been named assistant director of edu- 
cation and research. Mr. Miller is a 
graduate of the University of Chicago 
and later studied law there for a 
period. He has seen service with the 
U. S. Air Force and recently was an 
underwriter for the Continental As- 
surance Company of Chicago. He is 
a native of Dayton, Ohio, but has 
lived in Chicago for several years. 


W. B. Philips, Jr., Birmingham MBA Head 





>> BIRMINGHAM ELECTS: W. B. Philips, Jr., vice president of W. B. 
Philips & Company, is the newly elected president of the Birmingham, Alabama 
MBA. Other officers elected, in addition to Mr. Philips (at left) include: 
William A. Turnipseed, mortgage loan officer, Liberty National Life Insurance 
Company, as vice president; W. T. Ratliff, Jr., president, Collateral Investment 
Company, as secretary; Dan Harralson, vice president, Cobbs, Allen & Hall 
Mortgage Company, Inc., as treasurer. Seated at right, is James A. King, Jr., 
vice president, Louie Reese & Co., Inc., retiring president of the Birming- 


ham group. 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 
Standby Commitments, Building Loan Funds, or Ware- 


housing, we urge you to consult us. 


EDWIN F. ARMSTRONG & COMPANY 


51 EAST 42ND STREET NEW YORK 17, N. Y. 
MURRAY HILL 2-1176 
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A Blue Print for Cooperation 


These are the areas where investors and correspondents 
could work better: quota system, a firm, definite loan 
pattern, pay for loans promptly, standard offering form. 


AKE UP, Mr. Investor! It’s al- 
Wie: 1957 and we need your 
help. We, as correspondents for you, 
are successful only as long as we ren- 
der service; and as the stream of life 
crosses our threshold, we must each 
day either be able to meet our mort- 
gage obligations or relinquish our busi- 
ness to a competitor who can. 

Many of you still think of us as 
adolescents who must be led by the 
hand rather than as adults who can 
rely upon our own good judgment. 
You must learn to place more faith 
in us or get rid of us if you cannot 
have complete confidence in our abil- 
ity to protect your interests. 

Our relationship is not a one way 
street—a reasonable attitude by both 
is necessary. We, two thousand miles 
away from your home office, are not 
necessarily all fools; but, as serious 
thinking correspondents, are making a 
strong effort to improve and upgrade 
our relationship with you just as much 
as you are desirous of receiving it. 

We, like you, are bored stiff with 
current chatter which has no hint of 
constructive thinking. Our year ahead 
holds more than the usual challenge. 
Problems in our industry call for more 
knowledge and much understanding. 
If, however, we walk hand in hand, 
think and act wisely, there is much 
that we can do to promote and ripen 
this relationship into a growing and 
lasting marriage. With this spirit of 
cooperation in mind, we invite you, 
Mr. Investor—yes, we challenge you 
to provide us, with all possible speed, 
the following tools necessary to do this 


job: 


>? A steady flow of money under the 
allotment or quota system, depending 
upon us to give you a fair break on 
prices. We can’t entirely play it by ear. 
>> Establish a simple, yet complete 
and concise, loan pattern that is not 
insurmountable—one that will provide 
underwriting techniques applying com- 
mon Recognize that not all 
loans can be made on a 5 to | ratio 
of income to payment. 

>> Help us get more mileage out of 
loans 


sense. 


our cash by paying for our 
promptly. Don’t hold up payment just 
to satisfy some legal dot of the law 

we will see that your legal department 
is satisfied. Another thing, recognize 


that it takes two to three days for a 


remittance to reach us. Add a few 
days interest to cover this situation. 
>> Get together with your competi- 
tors and standardize offering forms- 
almost all of you have different forms. 
It’s confusing. 

>> New ideas, new techniques, new 
situations in the market require con- 
tinuous re-analysis of our relationship. 
We must each provide proper contact 
and liaison to understand each others 
problems. Basically, it is people deal- 
ing with people — intelligence and 
know-how will place these targets 
within our reach. 

Mr. Investor, we know you have 
problems, too. These are some of ours. 
Let’s combine our efforts to equal the 
challenge that confronts us. 


Contributions to this column, and 
its companion feature, Voice of the 
Home Office (missing this month) are 
always welcome. 





RAYMOND HOLLAND 
President 


Houston Club Building 
P. O. Box 3085 
Houston 1, Texas 





A Company strong enough and 
with the long experience necessary to be 


**A MORTGAGE MAN’S COMPANY” 





THOMAS B. LAYTON 
Executive Vice-President 


Assets 
$1,190,517.94 
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Realty Tax & Service Company, 
Los Angeles, has issued its 1,000,000th 
tax service contract, the recipient be- 
ing Western Mortgage Corporation, 
loan correspondent for Metropolitan 
Life. The particular contract was on 
a veteran’s home. 

At its inception in 1933, Western 
Mortgage was servicing some 9,000 
loans aggregating $45,000,000. As of 
July 31, 1956, the Company had 
62,309 loans totaling $590,536,088. 
Officers include Jack Irvine, presi- 
dent; Morgan Adams, vice president; 
Thomas Herbert, treasurer, and R. R. 
Rounsavell, secretary. 





Realty Tax & Service Company, 
wholly owned subsidiary of Title In- 
surance and Trust Company, provides 
tax service for the protection of prop- 
erty owners and of those who lend 
money on land in California. Above 
Clarence Gauldin, right, president of 
Realty Tax, presents Mr. Irvine with 
a copy of the 1,000,000th contract. 


Announcement of the election of 
Earl L. Robinson as Treasurer of Se- 
curity Title Insurance Company, Los 
Angeles, was made by Howard H. 
Rolapp, president. Robinson will fill 
the vacancy left by the recent resigna- 
tion of Russell S. Padget, Jr. At the 
same time, he was elected a member 
of the Investment Committee and will 
continue as vice president and con- 
troller of the title company. 


Roger C. Olson has been named 
vice president of East Bay Mortgage 
Service, Inc., Oakland, Calif. 

Formation of Inland Mortgage Cor- 
poration, wholly-owned subsidiary of 
Inland Homes Corporation, was an- 
nounced, Operating head of the new 
company will be 
George S. Brown, 
who is joining In- 
land Mortgage 
Corporation as 
executive vice 
president. Mr. 
Brown held a se- 
ries of posts with 
FHA from 1939 
to 1944, starting 
as a credit ex- 





George S. Brown 


aminer. Subsequently he was a mort- 
gage examiner and then FHA field 
office examiner. In 1944, Mr. Brown 
became executive vice president of 
Metropolitan Mortgage Co. of Fort 
Wayne, Indiana, where as chief man- 
aging officer, he handled all phases of 
mortgage financing. He later joined 
the Harnischfeger Corporation of Port 
Washington, Wisconsin to direct 
mortgage activities. 


Raymond T. O’Keefe has been ap- 
pointed a vice president in the real 
estate and mortgage loan department 
in The Chase Manhattan Bank in 
New York. After 
joining the Bank 
in 1929, he served 
in the check de- 
partment and in 
the controller’s 
real estate depart- 
ment which was 
merged with the 
real estate and 
mortgage loan de- 
partment in 1947. 

Born in Bedford, Quebec, he grad- 
uated from the Bentley School of Ac- 
counting and Finance, Boston, in 
1929, and has studied at the Ameri- 
can Institute of Banking and Colum- 
bia University. 





Raymond T. O’Keefe 
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James B. Biddle has been named 
executive vice president of the M. P. 
Crum Company, Dallas, Paul Crum 
announced. 

Mr. Biddle has been associated with 
the procurement, negotiation and ap- 
praisal of all types of commercial 
properties for the city mortgage de- 
partment of the Equitable Life As- 
surance Society. Prior to entering the 
mortgage field, he was associated as 
an executive in the manufacturing 
and merchandising field. 

He is a member of the faculty of 
Southern Methodist and Dallas Col- 
lege where he teaches real estate fi- 
nance, appraisal and other related 
courses. 





Obituaries 











Charles W. Mead of Omaha, a for- 
mer member of the MBA board, died 
after a short illness. 

Mr. Mead was vice president of the 
Omaha Safe Deposit Company and 
president of Nebraska Bond and 
Mortgage Company. 

He was treasurer and first vice 
president of the Douglas County Red 
Cross chapter and was president of 
the board of the YMCA for a number 
of years. He also was a member of 
the YMCA’s West Central Area 


Council’s board of directors. 


PERSONNEL 


in answering advertisements in this column. 
address letters to box aumber shown in care of 


the Mortgage Bankers Association . 
111 West Washington Street, Chicago 2, [llinois. 











New England insurance company operat- 
ing through mortgage correspondents de- 
sires man with at least five years experience 
to supervise an assigned territory. Must 
have knowledge and ability to handle ac- 
quisition and servicing of income prop- 
erty, GI and FHA loans. Write giving 
age, experience and salary expected. Write 
Box 396. 


MORTGAGE LOAN UNDERWRITER- 
APPRAISER WANTED 
New England insurance company is 
seeking an energetic and personable young 
man with at least five years experience in 
the field of mortgage loan underwriting 
and appraisals. Position offers attractive 
salary, ample fringe benefits and oppor- 
tunity to travel. Write Box 397. 
INVESTMENT OFFICER 
AVAILABLE 
Treasurer of life and casualty company, 
26 year financial background including 
mortgage and trust investment experience, 
desires connection with insurance or trust 
company. Age 49, married, university grad. 
Résumé and photo on request. Available 
for interview. Write Box 398. 
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Safety |e. 
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Combine title insurance safety 
with title insurance service and you have the perfect mortgage 
protection package. 


In twenty states, we provide dependable service, backed by 
time-tested experience. Call or write us direct; or contact our 
agents located in the states listed below. 


Jie JNSURANCE Company 
OF MINNESOTA 


eit 125 SOUTH FIFTH STREET * TELEPHONE FEderal 8-8733 * MINNEAPOLIS 2, MINN. 





ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA MINNESOTA 
MISSISSIPPI MISSOURI MONTANA NEBRASKA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN WYOMING 
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on more profitable 


mortgage transfers 


A sound, reliable Kansas City Title policy speeds up your 
transaction by answering your customer’s demand 

for predetermined title security. For fast, experienced title 
service, ring up your Kansas City Title agent today. 


Kinsas City ite 
fasuranee ey 


Capital, Surplus and Reserves exceed $4,000,000.00 
Title Building 10th & Walnut Streets Kansas City 6, Mo. 


BRANCH OFFICES: 


Baltimore, Maryland; 210 North Calvert Street 

Little Rock, Arkansas; 214 Louisiana Street 

Nashville, Tennessee; S. W. Corn. 3rd & Union Streets 
Memphis, Tennessee; 60 North Second Street 


The company is licensed in the following states: Alabama, Arkansas, Colorado, Delaware, Florida, 
Georgia, indiana, Kansas, Louisiana, Maryland, Mississippi, Missouri, Montana, Nebraska, No. Carolina, 
Ohio, So. Carolina, Tennessee, Texas. Utah, Virginia, Wisconsin. Wyoming and in the 

Dist. of Columbia and Territory of Alaska 


